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“TAKE IT AWAY! 


6s OW, DARLING, don’t act mulish in 
front of the club. Try ¢his cup of tea...” 

“But Matilda, you know I...” 

“Yes, Amos, but this is a different kind 
of tea!” 

For the sake of peace in the family 
Amos took a big gulp. 

“Not bad... not bad at all. What kind 
is it?” conceded Amos, holding out his 
cup for more. 

“It’s not the tea, my pet... that’s the 
same as always. It’s the way it’s made. By 
electricity, by the way...” 

“Electricity! Tea? I didn’t know you 
ever made tea...” 

“It’s a new idea, and a swell one...a 
Silex Spray Tea Maker. I must say, for 
the president of an electric company, you 


YOU KNOW I NEV 
DRINK IT!” 


aren’t very well informed about things!” 

“Quiet, woman, quiet! ... I’m figuring, 
Let me see... every new Silex on the line 
adds plenty of KWH’s to the load. Ill 
put the pressure on this first thing in the 
morning. Gee, why didn’t I know about 
this before!” 


* * 


NEXT DAY—THINGS POPPED 

Amos Watts’ Utility Company started 
plugging electric Silex Spray Tea Makers. 
Called in the local Silex man, who had 
promotion ideas. Women flocked to see 
the tea-making twin of their favorite cof. 
fee maker. Result: Lots more KWH’s to 
theload. Moral: Startyour Silex promotion, 
call in your Silex rep- 

resentative, today! 





New! Different! Sensational! 
SILEX SPRAY TEA MAKER 


“The first perfect tea maker in 
1600 years of tea making,” say 
experts. And women back their 


judgment by enthusiastically buy- 
ing these models. Illustrated 8-cup 
size, black trimmed, electric model. 


Pyrex Brand Glass Used Exclusively . . . Upper Bowl Handles 


iAt€ X 


TRADE MARK REGISTERED US. PAT OFF. 


THE SILEX COMPANY. . . HARTFORD, 
Creators of the Glass Coffee Maker Industry 
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E BARBER GAS 


For True Gas 
Appliance 
Satisfaction! 


ARBER precision- 


made Pressure Regu- 


oe eee 


Se) 
lators are famous for reliability in operation, 
for positive response within narrow limits of 
pressure drop. Built on time-tested principles 
of design, with finest of craftsmanship and 
materials. All bronze body, brass working 
parts. Nicely finished and proportioned, their 
appearance is in perfect harmony with mod- 
ern gas appliance styling. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
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I’s ALL FACT— lam 
AND NO FICTION! cam 


The straight 
story on me- 
chanical ad- 
dressing 


Written for 
the consid- 
eration of 
executives 


THIS BOOK 


is filled with practical, straight-from-the-shoulder information. It clears 
away the misconceptions that have long existed about the important busi- 
ness function of name and data writing. It’s written to addressing machine 
owners in an earnest effort to set them right on some things they’ve taken 
no occasion to dig into but have accepted at face value. 


SEND FOR THIS BOOK and you will have up-to-the-minute information 

on an important phase of your business procedure and be in a knowing 
position to do the right thing by 
your requirements, your office help 
and your budget, when you are 
ready to modernize your address- 
ing equipment. 


THE ELLIOTT ADDRESSING 
MACHINE COMPANY 


157 Albany Street Cambridge, Mass. 





a Arkansas Power and Light Company, Little 
Rock, Ark. 
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Pages with the Editors 


i on this month passengers traveling on 
the eastern railroads will be pleased to 
note that coach fares have gone back to a flat 
two cents a mile—a rate level which prevailed 
throughout the nation a quarter of a century 
ago. 


For some, this will turn back the clock of 
memory to the pleasantly complacent era 
which followed on the heels of Smyth v. Ames 
and other railroad milestones of regulatory 
litigation. But in other ways the recent de- 
cision of the Interstate Commerce Commis- 
sion, cutting passenger rates rather than in- 
creasing them, in an effort to help the rail- 
roads to cope with competition from rival 
forms ‘of transportation, emphasizes the dras- 
tic change which has taken place in the po- 
sition of the ICC itself. This regulatory 
revolution, so to speak, is obviously a reflec- 
tion of the economic revolution which has 
come to the railroad business. 


TueE ICC was originally established for the 
protection of the shipping public against 
discriminatory practices (in rates and service) 
which grew out of the sharp rivalry between 
railroad carriers in the late nineteenth century. 


© Harris & Ewing 
HERBERT M. BRATTER 


‘Canada looks beyond the present conflict in 
her St. Lawrence planning. 


(SEE Pace 333) 
MAR. 14, 1940 


HERBERT COREY 


Chicago wants Great Lakes water for sanita- 
tion as well as navigation. 


(SEE Pace 323) 


As this rivalry died down and gave way to 
territorial monopoly as between the respective 
established railroad carriers, the ICC’s role 
shifted to that of a protector of the public 
against exorbitant charges. 


Topay it seems to be the railroad busi- 
ness rather than the public that needs the pro- 
tection. And there seems to be quite a dil- 
ference of opinion as to what feasible protec- 
tive device would be most effective. The 
traveling public has its choice of busses, trains, 
planes, and economical privately operated 
transportation. In the face of this rivalry the 
ICC finds itself moving towards the acceptance 
of a responsibility for protecting the railroads 
against destructive competition. Hence we 
have the paradox of an order reducing pas- 
senger fares for the ostensible purpose of 
helping the railroads. 


¥ 


F  pidkire over a decade ago the ICC decisions 
were primarily concerned with the ‘ fair- 
ness” of property valuations, and the “reason- 
ableness” of rates, as well as of the amount 
of return allowed. Today railroad rate mak- 
ing appears to be designed chiefly for the pur- 
pose of yielding the maximum revenues which 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


A Large Texas Utility 


SF Gos Out Sn! 
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_ 


250,000 Pounds of Steam per hour. 975 Ibs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


PULLERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
VERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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a given company can earn. There follows an 
implication that even the most productive rate, 
be it high or low, is certain to fall short of 
anything approaching an unreasonably high 
profit for the railroad carrier. 


THUS railroad regulation has traveled in an 
apparent cycle from the laissez-faire days of 
Vanderbilt, Gould, Drew, and Fisk, through 
the stages of intraindustrial competition, 
regulated monopoly, extraindustrial competi- 
tion, and now back again to something that 
suspiciously approaches “all that the traffic will 
bear.” 


THERE is this vital difference, of course, be- 
tween railroad rate making in 1880 and the 
ICC decisions of 1940. In the old days it was 
the management which decided what would be 
the most profitable tariff structure for a rail- 
road company. Today, it is the regulatory 
commission which decides what will yield the 
best results. This function necessarily involves 
the assumption of a discretion which tradi- 
tionally belonged to management. Viewed in 
this light railroad regulation has come a long 
way indeed. Can the regulation of other utility 
industries be far behind? 


SoMEwHuart along this line is a provocative 
little piece in this issue (beginning page 344) 
by Witt M. Mauprn, veteran newspaper edi- 
tor, who has for the last few years served as a 
member of the Nebraska State Railway Com- 
mission. The thesis of CoMMISSIONER Mau- 
PIN’s article seems to be that when politics 
takes a hand at utility regulation, whatever 
science there may be to the business flies out 
the window. Inasmuch as the author combines 
his journalistic and regulatory background 
with a long and varied career in public service, 
he should be in an excellent position to judge. 


WILL M. MAUPIN 


It takes more than an election or an appoint- 
ment to make a public service commissioner. 


(SEE Pace 344) 
MAR, 14, 1940 


EDITORS (Continued) 


A this writing, contrary to advance reports, 
all is quiet along the St. Lawrence, A 
mere fortnight ago diploma‘ic rumors had qa 
protocol on the power-seaway treaty just about 
ready to be signed, sealed, and delivered. The | 
document has apparently been waylaid some. — 
where between O:tawa and Washington. 


But those canny persons referred to as 
Washington Observers insist that a proposed 
St. Lawrence treaty is bound to bob up at the 
present session of Congress; perhaps even be- 
fore these lines appear in print. At any rate, 
we have reason to believe that more—much 
more—is going to be heard of the matter be- 
fore the summer solstice brings us once again 
to the quadrennial oratory of political conven- 
tions and the presidential campaign. 


THEREFORE we feel it still timely to continue 
our series of articles dealing with the various 
phases of the proposed St. Lawrence develop- 
ment, even though the treaty itself has not yet 
made its formal appearance. HeERBert Corey, 
whose opening article treats of the position of 
the city of Chicago on water diversion from 
the Great Lakes watershed, is the well-known 
Washington author and journalist whose con- 
tributions are familiar to all regular Fort- 
NIGHTLY readers. 


Hersert M. Bratrer, whose article deals 
with the broader aspects of the St. Lawrence 
proposal, is a consulting economist. He has 
written for numerous business and economic 
publications. For a number of years (1929-35) 
Mr. BratTerR was chief business specialist in 
the U. S. Department of Commerce and senior 
economic analyst in the U. S. Treasury De- 
partment. During this period he went on special 
missions to the Far East and served as as- 
sistant commercial attaché to the American 
embassy at Tokyo. He may also be recalled 
for his research work into the broadcasting 
industry, concerning which he testified before 
the Federal Communications Commission. 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE appellate division of the New York 
Supreme Court considers the question whether 
the commission, jacking jurisdiction over an 
electric service contract between a municipal 
plant and a Federal institution and operating 
properties in connection therewith, can include 
the value of such properties in a rate base. 
(See page 32.) 


THE next number of this magazine will be 
out March 28th. 
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VULCAN VALVE HEAD, LG-1 


‘ank- he Vulcan Automatic Valve Operat- 
4 Head is an advanced development 


TESS, 


m plicity is the keynote in design and 
nstruction. A piston valve steam 
ted thru a pilot valve provides 
witive operation—makes Vulcan 
4 utomatic Heads the greatest step 
head in Soot Blower Design in the 

t 15 years. 





1gs 


» and 


Iding VULCAN VALVE ASSEMBLY 


ed to Jian Valves of completely corrosion 
istant materials and stainless steels 
ded designed for immediate accessi- 
/ ty; they are so successfully de 
ned that of thousands in use no 
tional of this type has ever failed in 
Vulcan construction permits 
' ptation to every increase in pres- 
381. for modern boilers—no valve stems 
com- break—no opening or closing against 
am pressure—no regrinding of 
ves is ever required—valve packing 
tliminated. All Vulcan Heads are 
vipped with Vulcan pioneer Under 
m Supports which have eliminated 

rpage of elements. 





Lowest Cost?... NO! 
Highest Quality? 
emphatically YES! 


GLC 


SOOT BLOWERS 


—are built with but one object—to provide industry 
with the highest quality equipment of this type it is 
possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
Vulcan installations are soundly designed, individually 
designed to do.their work efficiently and economically— 


to cut fuel costs and provide real savings 
in steam production. 





From the desks of design and layout 
engineers to drafting room to factory 
craftsmen and to field service, Vulcan 
personnel takes pride in providing a per- 
sonalized installation, built to exacting 
standards for long service and economical 
operation—backed by a record of lowest 
maintenance. Ask the Vulcan Engineer 
representative why Vulcan must build 
to highest standards only. 


VULCAN VALVE DETAIL 





ulcan Soot Blower Corporation * Dubois, Pa. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





“ ‘Security’ is a fashionable word in this decade.” 


¥ 


“Let no one believe that prosperity in this land js 
ended.” 


¥ 


“Municipal utility ownership has achieved greater suc- 
cess with water systems than in any other field. . .” 


¥ 


“It is estimated that the [St. Lawrence] seaway would 
divert 3,500,000 tons of traffic from the railroads alone 
each year.” 


¥ 


“Anyone who assumes that the TVA and like yard- 
stick projects in other states are out of danger is pro- 
foundly mistaken.” 


¥ 


“The railroads today constitute the only agency of 
transportation that can meet the test of general usefulness 
to the shipping public as a whole.” 


¥ 


“Everyone in this nation is in favor of economy, pro- 
vided the Congress does not reduce the appropriations 
for the items in which he is interested .. .” 


¥ 


“The railroads have, by their Pollyanna and appease- 
ment attitude, fallen down woefully in the task of dealing 
with and acquainting the public with actual condi- 
tions.....2° 


» 


“According to the computations of the Twentieth Cen- 
tury Fund, our total debts are $250,000,000,000—about as 
much as the national wealth. Everything we have we owe 
to ourselves.” 


¥ 


“In equity and good conscience, the government should 
not be asked to subsidize a submarginal enterprise and 
thus enable it to compete upon an unfair basis with a suc- 
cessful business.” 


12 
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“The Federal budget can be balanced in twenty-four 
months,” 


¥ 


“Capital is the goose which lays the golden egg for 
workers—for all of us. The goose has been so hounded, 
harassec, whipped, underfed, that it has laid tragically 
few eggs since 1932.” 

¥ 


. we have been told repeatedly that the SEC is the 
guardian angel of the investor; but instead of displaying 
this angelic interest ... it can, when it is so minded, wield 
a devastating scythe.” 


“ 


* 


“There isn’t a business man who does not at some time 
envy government agencies that can try this or that, with 
the knowledge that if it fails it can be written off to ex- 
perience and something else tried.” 


> 


“Tt would be very helpful if all politicians could look 
occasionally at business through a business man’s eyes, 
and if all business men could occasionally have a glimpse 
of public affairs through the eyes of politicians.” 


* 


“There is no magic in governmental construction or 
operation of the [Bonneville] Dam that will produce 
power for industry or small consumers cheaper than com- 
parable power can be produced by private enterprise.” 


¥ 


“Any public utility corporation has the legal right to 
refuse service if there is reason to believe the service may 
be used for unlawful purposes. Any prospective cus- 
tomer who is refused service, if he believes he is injured, 
can appeal to the proper state commission . . .” 


¥ 


“Most of us are negligent of our duty when it comes 
to elections. We fail to recognize that when we elect a 
city commissioner, we are electing a prospective Con- 
gressman or governor, and the Congressman or governor 
may become a Senator, and any one of these may become 
President and change the entire course of our lives.” 


¥ 


“The postal system is frequently mentioned as an ex- 
ample of a well-conducted government operation, and yet 
the postal system has been operated at a deficit for more 
than 100 years—even though it obtains all of its capital 
money free from another government department. When 
government enters business, it does not have to operate at 
a profit; it can cover its losses by dipping into the Fed- 
eral Treasury. That is why no business can compete with 
it.” 
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HHC-E RAYMOND BOWL MILL... 


.. « for an aggregate grinding 
capacity of 1,137,250 Ib per hr 


Since the Bowl Mill was introduced 5 years ago, it 
has set the standards for measuring pulverizer per- 
formance. Why—because it established higher stand- 
ards than had ever been achieved before, a fact which 
has been demonstrated by extensive redesigning of 
competitive equipment. Each year since its introduc- 
tion, the preference for the Bowl Mill on the part of 
experienced operating engineers has become more 
pronounced. Many of them have characterized it un- 
qualifiedly as the finest pulverizer ever built. 

And so it is not surprising that the capacity of 
Bowl Mills purchased for boiler firing in 1939 
reached the impressive aggregate of 1,137,250 lb per 
hr. 


2,590,000 TONS PER YEAR—If these mills on the aver- 
age are required to operate at 80 per cent of their 
rated capacity for 65 per cent of the total hours in a 
year,—they will pulverize 2,590,000 tons of coal per 
annum. Applied to the production of electrical ener- 
gy and assuming a coal consumption of 1 lb per kw- 
hr, these mills would pulverize enough coal to gen- 
erate over 5 billion kw-hr annually, or about 10 per 
cent of the entire coal-produced electrical energy 
sold by all utilities in 1938. 


2 OUT OF 5 ARE REPEAT ORDERS—And still more sig- 
nificant is the fact that 38 per cent of 1939 Bowl Mill 
orders have come from companies that had previous- 
ly purchased one or more of these mills. These com- 
panies know from their own experience and operat- 
ing records what Bowl Mill performance will con- 
tribute to the overall efficiency, economy and relia- 
bility of their new steam generating units. They 
bought Bowl Mills on the basis of known rather than 
hoped-for results. Such a volume of repeat orders, 
especially for a product on the market less than five 
years, speaks for itself. 

Because pulverizer performance is so large a fac- 
tor in the success of pulverized-coal-fired boilers, it 
is of first importance that you buy the best pulveriz- 
ing equipment available. Examine the advantages 
of Bowl Mill performance listed in the panel op- 
posite and read the brief summaries of design, con- 
struction and operating features which make these 
advantages possible. You can get all of these ad- 
vantages in fullest measure by specifying Bowl Mills 
for your next installation. 








THESE FEATURES EXPLAIN 


why industry has purchased during~1939 
Bowl Mills with an aggregate grinding 
capacity of 1,137,250 lb* of coal per hr. 


WIDE CAPACITY RANGE—Output can 
be varied in small increments from mini- 
mum to maximum rating. Desired fine- 
ness easily maintained regardless of out- 
put. 


SIMPLE OPERATION—Automatic feed, 
instantly adjustable. One standard 
constant speed motor for operating both 
mill and fan. Few parts and rugged 
construction insure freedom from me- 
chanical troubles. 


EFFECTIVE LUBRICATION—Positive oil 
circulation in main shaft bearings—gear 
mechanism running in oil—all operating 
parts can be lubricated from outside 
while mill is running. 


CONTINUITY OF SERVICE—Mill capa- 
ble of operating continuously at full 
load, month after month, without shut- 
downs. All adjustments may be con- 
veniently made without stopping. 


QUIETNESS—Elimination of metal-to- 
metal contact prevents pounding or vi- 
bration. Worm gear drive with ball bear- 
ings, main shaft with roller bearings and 
balanced operation insure quietness. 


LOW MAINTENANCE—The few wear- 
ing parts have hardened steel surfaces. 
Rolls work cnly on layer of material, 
never against metal. Adjustment feature 
aligns face of roll parallel with grinding 
ring regardless of wear. 


LOW PULVERIZING COST—Due to 
low friction losses, Bowl Mill consumes 
less power. Worm gear drive permits 
use of high speed motor. New grinding 
principle assures rapid movement of ma- 
terial with resultant higher capacity and 
lower cost per ton. 


*Based on Pittsburgh No. 8 





ENGINEERING 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





WAVERILY 
ILEDGER 


85% Rag Content 


The paper for IMPORTANT records and form 


To insure maximum service and satisfaction from account- 
ing forms, loose leaf forms and all other important or hard- 
working forms, put them on WAVERLY LEDGER. 


Made by Byron Weston Company, the ledger paper special- 
ists, this 85% rag content ledger has extra strength and 
durability to stand up in books, binders or files. Its perfect 
ledger finish keeps typed or written entries clean and easy 


to read in spite of frequent use or rough handling. 


WAVERLY LEDGER is made in White, Buff, Blue and 
Horizon Green and is available with the Weston made-in- 


the-paper hinge for loose leaf forms. 


Specify Waverly Ledger when ordering important 
forms. Available through your regular source of supply. 


BE A BETTER BUYER 


The technical information about paper, printing, ruling, etc. in the magazine 
Weston's Papers will help you buy more efficiently. To receive free copies regularly, 


write BYRON WESTON CO., DALTON, MASS. ve». 
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TYPE No. 1822 X STAR STAZIN 
4 i 5 Made of a a Alloy—100% 
gE Two-Way pars At Expansion 


Recommended for Soft Brick 
alls 








AR 








18 


No. 1822 +%STAR STAZIN 
List Price, $18.00 per 100—Subject to 
Discount 
Packed 50 in a box, 250 in a carton 
Shipping weight, 5 Ibs. per 100 

















NOTE.—In very soft walls undersize drills may be used. In 


mortar joints, place between solid brick— Instructions for Installation 
Drill %” diameter hole, 2” in depth. Insert 
shield in hole so as to obtain vertical ex- 
pansion (see illustration). When fastening is 
V4 ’ made immediately over or under a_ window 
THUS 42 Retin. t a opening, place shield so as to obtain hori- 
3 zontal expansion. Screw knob into shield until 
~ flush with wall. 
Y) YY be mag —_ in a brick, 300 Ibs. (six- 
to-one factor of safety. 
so that sides bear against brick. 











Manufacturers 


STAR EXPANSION BOLT COMPANY 
247 CEDAR STREET Branches in Principal Cities NEW YORK CITY, N. Y. 
ASK YOUR LOCAL JOBBER OR WRITE US FOR DISCOUNTS AND SAMPLES 








Sangamo Meters 
in a and o“- 
Mountings 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 
bination singlephase watthour meters and time- 
switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


Modern Meters tor Modern Loads! 


v.UKcy-W comm -§ 9 fom me a hommonel” I y-W, Bf 


SPRINGFIELD, ILLINOIS 
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“A kilowatt-hour of electricity, costing 3 cents*, 

Y will pump 1,000 gallons of water. It will milk 30 
cows, wash 70 pounds of clothes, separate 2,000 pounds 
of milk and cream. It’s up to you men to see that we 
can do all of these 3-cent jobs electrically.” 

Right you are, Mrs. Farm Wife, in demanding careful 
thought for the future. Too many people, planning a 
farm line, think in minimum terms. You'll be continually 
adding electrical labor-saving devices around the farm, 
and you'll need a line that can supply adequate power 
when you want it. 

A.C.S.R. provides the electrical conductivity necessary 
in a power line to allow future growth of load. A.C.S.R. 
lines cost no more, and often less, than other lines of 
lower capacity. ALUMINUM Company oF America, 2134 
Gulf Building, ‘Pittsburgh, Pennsylvania. 

*We are indebted to REA’s Rural Electrification 
News for these figures and the idea presented here. 


No G 063 0}; 
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Split Case Disc 
Meter for do- 
mestic service. 








That means that Trident increased 
housands of other words are being and sustained Accuracy... Trident 
written and printed today...three 
words that sum up the whole story 
of the predominance of Trident 

ater Meters. 
For the simple fact is that these 
precision-built water meters, known 
“_ and used the world over, continue cs 
pounds the predominant choice of menwho — 8Feat_ Mayority of Trident Meters 
caret QYANt maximum water revenue for installed are still in service—proof 


ning a Blowest ultimate cost. of Quality. 


inually 
farm, 


power 

essary 1 8 9 2 * 
a 1940 

, 2134 


2 WATER METERS 
ced 


Interchangeability . . . and Trident 
Simplicity... have firmly established 
the plus-6-million leadership of 
Neptune-built water meters in the 
water works field. 


A type for every purpose. The 





KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 


—— 





NEPTUNE METER COMPANY * 50 West 50th Street, NEW YORK CITY @) 
Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., DENVER, DALLAS, j 
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POWER... 


as nearly unfailing as human skill can devise 


‘ao almost flawless dependability that 

characterizes the electric power and light 
services of the nation today is the result of 
years of painstaking scientific development 
. .. conducted alike by the utility companies 
and by the industries which supply them with 
equipment. Because of the part which Exides 
have played in this development — because 
throughout the entire history of the electric 
industry the quality and dependability of 
these batteries have never varied — Exides 
occupy an enviable position. This explains 


why, in so many of the nation’s largest power 
plants, Exides faithfully provide power for 
the operation of vital equipment, and, in 
emergencies, furnish light for the plant itself. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage 
Batteries for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 


Exide 


BATTERIES 
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THIS EVER-READY ALL PURPOSE UTILITY UNIT 
Cleans EVERYTHING ANYWHERE in the Plant 


BREUER'S T O a a A D Oo Portable Industrial 
Ball Bearing Vacuum Cleaner 

A marvelous piece of cleaning equipment—compact 

(weighs only 40 lbs.) and powerful (1 HP Motor) with 


every up-to-the-minute improvement for performing its 
three major services. 


VACUUMS BLOWS SPRAYS 


Cleans floors, walls and shelves, overhead pipes, boiler 
tubes. Picks up water. Power unit quickly removable for 
blowing dust and dirt out of motors and switchboards, 
panels, etc. Also for spraying insecticides, paints, etc. 


Write for literature and for FREE TRIAL OFFER 


BREUER ELECTRIC MFG. CO. 
Oldest and Largest Exclusive Manufacturers of 
Industrial Blowers and Vacuum Cleaners 
5118 No. Ravenswood Avenue Chicago, Ill. 


TAKE THE |-_ (AQOS 7 EY TA ee GT 


BUST OUT It costs you MONEY to be with- 
OF Wynn meee a 7.G eke) his TIME and LABOR Saver, 
iN DUST ny by | PORTABLE INDUSTRIAL V Fee ces, 100, seh meal se 
t 
teed L VACUUM CLEANER CONDITIONS. 








HYDRAULIC TURBINES P: 
BUTTERFLY VALVES FS 
MECHANICAL RACK RAKES 
GATES—HOISTS 

PENSTOCKS, ETC. 


& 


conto Bolting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 
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THE SAFEGUARD OF C-B 
SERVICE ENTRANCE EQUIPMENT 


Of course, the first advantage of C-B equipment is its ability 
to immediately and effectively prevent current diversion, 
and to eliminate the attendant losses. Yet of vital importance 
are four additional considerations: (1) The use of C-B 
equipment gives to utilities absolute physical control over 
every installation, every circuit; (2) sharp economies are 
effected in installation costs; (3) every meter installation be- 
comes completely modernized; (4) more years of trouble- 
free performance are provided. 


These extra safeguards, inbuilt at no extra cost to the user, 
further increase the superiority of all C-B equipment, and 
give to utilities greater value, greater performance for every 
dollar expended for C-B products. 


Your own best interests are served when you standardize on 
C-B. This is readily provable to even the most critical buyer, 
and we would welcome the opportunity to present all the 
facts to interested utilities. 


Send for copies of Bulletins Nos. 62-63-64-65. 
They are of major interest to all executives 
and engineers charged with the more eco- 
nomical distribution of current. 


Electrical Department 
CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC AUTO-LITE COMPANY 
4900 Spring Grove Avenue Cincinnati, Ohio 


~ 
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“NORDSTROM VALVE /1v bth o>) 


Catalog upon Request 


PRODUCTS—NORDSTROM VALVES; EMCO os res and REGULATORS; PITTSBURGH LIQUID 


MERCO NORDSTROM VALVE CO. 4 Subsidiary of PITTSBURGH EQUITABLE METER CO. 


Main Office: Pittsburgh, Pa. @ Branch Offices: New York City, Buffalo, Philadelphia, Columbia, Memphis, 
Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. @ Canadian Licensees: Peacock 
Brothers, Ltd., Montreal. @ European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 
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IT's NEW! IT’S DIFFERENT— 


) The Only Machine 
Its Kind — Perform 
BETTER and CHEAPE 
than Ever Before 





INCIDENTAL TO eR 
PIPE-LAYING JOB.. 


THE CLEVELAND -Model 80 











1. TAMPS—with the Model 80 you can re- 
place as much or more dirt than was taken out. 
Machine operates astraddle of trench or 344 feet 
from edge. 


2. BACKFILLS— with the Model 80 you can 


work from either side of the trench either pull- 
ing in, or pushing in dirt. 


3. LAYS PIPE—poom and cable winches ¢ 


Model 80 have been made extra strong per- 
mitting handling and laying pipe, pulling sheath- 
ing and doing other light crane operations. 

















Write Today 
for Com- 
plete Details 
and Specif- 
cations 





























- THE CLEVELAND TRENCHER COMPANY wae 
i “Pioneer of the Small Trencher” Y 


20100 ST. CLAIR AVENUE CLEVELAND, OHIO 
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1 YOUR -yec BILLS MAY BE GOING UP... 
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SUT YOUR rye COSTS CAN GO DOWN! 


S YOUR PRODUCTION LoADs grow J-M Insulation Engineers eliminate 
heavier, you’re sure to spend every important source of heat waste 
more money for fuel. How in your plant. They help you choose 

much more depends largely on how exactly the right insulating material 
well the equipment in your plant is for every temperature and service 
insulated. condition . . . exactly the right thick- 


The right types of insulation, mess for maximum economy and 
properly applied, reduce heat losses efficiency. 
... cut fuel costs... wherever they = This service is available to you 
are used. And that is where the without cost. For full information, 
Johns-Manville Insulation-Engi- write Johns-Manville, 22 East 40th 
neering Service can help you. Street, New York, N.Y. 





i Johns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY TEMPERATURE... FOR EVERY SERVICE CONDITION 
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You can organize a centralized “Customer Relations Depart- 
ment” at once without any change in your record equipment 
through— 


DICTOGRAPH 


Customer-Kelations Equipment 


We will gladly demonstrate the Dictograph method of centralized in- 
formation planned to work in with your present credit, service, meter 


and bookkeeping records. 


Specially designed Customer-Relations Equipment planned to meet your 
individual requirements will enable centralized customer contact points 
to secure information almost instantaneously and render quick, courte- 
ous, efficient service to your customer. 


Dictograph Customer-Relations Equipment is successfully serving: 


Cincinnati Gas and Electric Company Cincinnati, Ohio 
Columbus and Southern Ohio Electric Co Columbus, Ohio 
Delaware Power and Light Company Wilmington, Del. 


East Ohio Gas Company 


Akron, Ohio 


Kansas City Power and Light Company Kansas City, Mo. 
Michigan Consolidated Gas Company Detroit, Mich. 


Minneapolis Gas Light Company 


Minneapolis, Minn. 


Northwestern Ohio Natural Gas Co................ “eater ..- Toledo, Ohio 
Potomac Electric Power Company Washington, D. C. 


United Gas Corporation 


Houston, Texas 


Virginia Electric & Power Company Norfolk & Richmond, Va. 
Washington Water Power Company Spokane, Wash. 











DICTOGRAPH SALES CORPORATION, 
580 Fifth Ave., New York 


[] Please send me literature on Dictograph 
Equipment. 


(0 Please have representative call. 





May we have our Special Utility repre- 
sentative call to discuss your problem 
with you... no obligation. 


DICTOGRAPH SALES CORPORATION 


580 Fifth Ave., New York, N. Y. 


Manufacturers of precision equipment since 1902 
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@ What do you buy in 
large quantities? Meters, cable, 
pipe, linesmen’s tools, all down 
the line in operating equipment 
quality is the keynote that spells 
durability and performance. But 
“equal quality” is sometimes hard 
to determine. 


Let E. T. L. help you solve this 
difficulty. Give us your specifica- 
tions and we'll develop the neces- 
sary test procedure to check 
products offered to you against 
these standards. Then when you 
buy, you “know by test.” 


Over 40 years in the Know by Test business 


Electrical Testing 


Laboratories 


EastEnd Ave and 79thSt 


malt 





ss TOOL 


ASN UID Tele) USES 


FOR PLANT USE OR FOR RESALE 
THROUGH YOUR STORES 


The Handee is really a small 

“power house” that can be car- 

ried to any part of your plant 

and used wherever there 

is an electric outlet, to re- 

pair some hard-to-get-at 

part on a machine with- 

out removing the part 

—to smooth off rough 

edges — to bore tiny 

holes in metals — to 

clean delicate mechan- 

° A - Hours of 
isms, etc. Grinds, Drills, Hand Work 
Polishes, Engraves, Sharpens, Carves, Cleans, Sands, 
Saws, etc. 


The Handee uses 300 accessories. Used and en- 
dorsed by mechanics, repairmen and hobbyists. 
Weighs only 12 ounces. Speed 25,000 r.p.m. Na- 
tionally advertised at $18.50 with 6 Accessories. 


CHICAGO MOUNTED WHEELS 
OF V/T SUPER BOND 
150% Longer Life 
V/T Super Bond is 
the greatest for- 
ward step in 30 
years. Chicago 
Mounted W heels 
made of it have 
150% to 300% 
longer life, accord- 
ing to tests in 
many plants on 
snagging and exact- 
ing operations. Will not ridge on welds, sharp 
corners, sinking dies, barbering, etc. They’re 
tougher, can take more punishment, grind more 
pieces per wheel, faster and without sacrifice of 
cutting action. There’s a shape and size to handle 
every grinding job. Let us send you a V/T Super 
Bond Wheel without cost or obligation. Tell us 
the kind of job, type of equipment you use and 
size wheel preferred. 
FREE wig. rn WHEEL CHART—Ideal for — refer- 


ence in the shop. A Wall Chart 22 x 15°" showing actual 
size and shape of every standard Chicago Mounted Wheel. 


‘Save 


Send for Catalog of Complete Line 


CHICAGO WHEEL & MFG. CO. 


Makers of Quality Products for 40 Years 
1101 W. Monroe St., Dept. PU, Chicago, Ill. 
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AT THESE LOW RATES 


You Can Really Afford to Carry 
Ample Life Insurance Protection 


Here is a policy that, accosting 
i erience, prote 
to actuarial exp a og 


for your expectancy 0 
cash and loan values. 


Tus low-cost policy cannot be issued in 
amounts less than $2,500. 

At age 35 a $10,000 policy costs you only 
$12.80 per month and will pay your bene- 
ficiary either $10,000 at your death or a 
monthly income for life. Write us for full 
details, stating age. Use the coupon below. 
Mail it now. 


THE LINCOLN NATIONAL LIFE 
INSUR ANCE COMPANY 


FORT WAYNE INDIANA 
ITS NAME INDICATES ITS CHARACTER 


MAIL THIS COUPON 








Saved from the Junk Heap 


Thousands of dollars worth of air tools 
needlessly junked annually. ARIDIFIERS gy 
these replacements by providing clean, dry aj fo 
all air operated or motivated tos 
They eliminate freezing, corroding 

rapid wear and daily cleaning 
frequently cut maintenane 
costs 68% and more, Foy 
ball bearing rotors, operat 

ing at no appreciable }; 
pressure, positive) 

remove moisture, ¢ 
dirt and scale } 

centrifugal force, 
Thorough, efficient, nq. 
rapidly wearing parts, ¢ , 

to install indoors or oy 
side, on compressed 


or gas lines from 
to 10”. 


End “wet air” wag 
today—write for Eng 
neering Bulletin 939 
guarantee and 30 dim 
free trial offer! } 


LOGAN ENGINEERING CO, 


4909 Lawrence Ave., Chicago, IIl., Offices in Principal Citi 


(YhE ARIDIFIE 


Dries and Cleans Compressed Air 





DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 


Founder of Tree Surgery 


Spring Tree Trimming 
@ Anticipates New Growth 


@ Preserves Safe Clearance 

@ Protects Good Service 

@ Saves Costly Interruptions 
Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OnNG 


DAVEY TREE SERVICE 
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Among Chevrolet’s great variety of 
140 trucks—now 58 models on nine 
wheelbases—it’s easy to find the one 
that best fits your hauling job. 


First, narrow your choice down by 
determining what weight capacity 
you require. (Chevrolet offers you a 
choice ranging from the speedy Sedan 
Delivery to Heavy Duty units of 14,000 
pounds gross weight.) 


Next, pick the wheelbase that meets 
your garage or loading space, body 
length or turning radius. (Chevrolet 
Heavy Duty chassis come in five wheel- 







How to buy a truck 
that exactly suits your needs 


bases, from 107% inches to 158% 
inches.) 

Do you want a Cab-Over-Engine 
truck, or a conventional model—or a 
Dubl-Duti package delivery type? 
(Chevrolet builds them all.) 

Finally, you have your pick of a 
great variety of Chevrolet-built bodies 
specially designed for specific types of 
work ... or you may buy a Chevrolet 
chassis either complete with cab or 
with flat-face cowl ready for your spe- 
cial body. 


There are few trades and industries that Chevrolet cannot provide with 
trucks that fit their requirements . . . which is one of the reasons why Chev- 
rolet held a 31.4 per cent lead in sales over the next largest builder in 1939. 





General Motors Sales Corporation e DETROIT, MICHIGAN 





CHEVROLET MOTOR DIVISION e 


HEVROLET TRUCK 
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19 Grinnell Genspring Hangers support "this piping in large power plant. 


oi sou: Weightloss Piping Systems 


Stress calculations for high temperature 
piping have assumed new importance since 
Grinnell Constant-Support Hangers pro- 
vided a way to stabilize external stress 
factors. Complete systems now may be 
considered “weightless” because dead- 
weight of piping is uniformly and contin- 
uously balanced . . . regardless of thermal 
movements! 

Here is the first hanger designed specifi- 
cally to give this proper support. Made for 
loads from 250 pounds to 8500 pounds, 


the Genspring Hanger adjusts itself to 
changing elevations of the piping, and 
automatically compensates for variations 
in its own spring tension. 

Write for complete reference Catalog, 
“Grinnell Adjustable Hangers,” con- 
taining detailed specifications of these 
and many other time-and-labor-saving 
Grinnell Hangers. Grinnell Company, 
Inc., Executive Offices, Providence, 
Rhode Island. Branch offices in principal 
cities of the United States and Canada. 


revestans rire vanents oy ORIN NELL 


whenever PIPING its invotveo 
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EW, APPROVED, IMPROVED 


UNDERWRITERS Q) 
LABORATORIES INSPECTED 
FLASHLIGHT FOR USE IN GAS 
AIR MIXTURES OF CLASS 1 

GROUP OD- INCLUDING 
GASOLINE - PETROLEUM- 
NAPTHA- ALCOHOLS -ACETONE 
LACQUER SOLVENTS AND 

NATURAL GAS 


SERIAL N& 
Approva. N2 605 : NATIONAL CARBON Co, Inc 


Aprrovep For Sarery tn Ain 


Ano Mernane Mixtures Ma YORK,NY. 




















INDUSTRIAL 


: 


prevent rolling, ring-hangers add to convenience. 


Sit a (any J | 

“Eveready” Safety Flashlights resist water, oils, greases, gaso- | i 

line, alcohol, acids, alkali, are non-conducting and proof against al | 
| \| 


gaseous atmosphere bear the inspection labels of both the U. S. 
bureau of Mines and the Underwriters’ Laboratories. They are SAFE | 7 


under the dangerous atmospheric conditions listed on the label. 

The new “Eveready” Safety Flashlights are of high quality semi- 
lard rubber reinforced with brass, with unbreakable, plastic lenses, 
secial protected lamp and hand-replaceable, heavy-duty slide 


uesk new “Eveready” focusing spotlights for use in explosive, 4 


i 
* 


switch with positive “off” and “‘on” positions. Hexagonal heads 


impact and dropping. 


AI om 





Guard wire holds lamp in 
spring-loaded socket. Should 
bulb break, spring ejects NATIONAL CARBON COMPANY, INC. 
lamp-base, instantly opening : J p 
electric circuit and thrusting General Offices: New York, N. Y., Branches: Chicago and San Francisco 
hot filament against chilling Unit of Union Carbide (1a and Carbon Corporation 

guard wire. 





‘The word “Eveready” is the trade-mark of National Carbon Co., Inc. 











neath must have assured perfor 
in motors that drive important p 
fans, pulverizing mills, exhausters. An 
of the outstanding stations — famous 
in the country’s power set-up — get t 
formance they demand, with Elliott sq 
cage induction motors. Soundly built f 
job they handle, these Elliott motors 
well earned the confidence of the st 
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{ New England Gas Association opens convention, Boston, Mass., 1940. 
{ National Rivers and Harbors Congress convenes, Washington, D. C., 1946. 





{ American ine Association will hold conference on industrial gas sales, Toledo, Ohio, 
Mar, 28, 29, 1940. 








{ Society of Automotive Engineers opens transportation and maintenance meeting, 
Pittsburgh, Pa., 1940. 





{ Maryland Utilities Association will hold spring meeting, Baltimore, Md., Apr. 5, 1940. 





{ Oklahoma Utilities Association starts convention, Oklahoma City, Okla., 1940 
{ American Water Works Asso., Southeastern Section, convenes, Birmingham, Ala., 1940. 





q ee Te Electric Association opens joint rural sales conference, Kansas City, 
0., 1940. 





{ American Petroleum Institute, Southwestern District, Division of Production, will hold 
session, Houston, Tex., Mar. 28, 29, 1940. 





{ Missouri Valley Electric Association starts engineering conference, Kansas City, Mo., 
1940. 





{ Association of Iron and Steel Engineers will hold spring engineering conference, 
Cincinnati, Ohio, Apr. 1, 2, 1940. 





{ Midwest Power Conference will be held, Chicago, Ill., Apr. 9, 10, 1940. ® 





{ American Gas Association, Accounting Section, will hold spring conference, Apr. 11, 





J Mid-West Gas Association will convene for session, Lincoln, Neb., Apr. 15-17, 1940. 





{ Missouri Association of — Utilities will hold annual convention, Excelsior 
Springs, Mo., Apr. 17-19, 1940 














LF ag 4 Water Works Association, Canadian Section, starts convention, London, 
nt. 
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Detail of Mural Decoration in Oil on Canvas 
By Moya del Pino 


Coit Tower, San Francisco, Cal. 
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Chicago Wants More Water 


That, according to U. S. Senator Scott W. Lucas, 

accounts for opposition in the Mississippi valley 

to ratification of the proposed St. Lawrence treaty. 

Various other serious objections pointed out by the 
author. 


By HERBERT COREY 


not run to a pattern, precisely. 
But a pattern runs through the 
western Congressmen. Anyone could 
spot Scott W. Lucas as a prairie states- 
man. He has that rangy, high-pockets 
effect that somehow comes with black 
soil and muddy water. He uses Mis- 
sissippi valley words. Some one once 
said to the late Senator Borah that Bill 
Douglas, now of the Supreme Court, 
did not look like a westerner although 
he claimed to be one: 
“Ever hear him cuss?” asked Borah. 
“He is, all right.” 
Lucas is forty-eight years old and 


a? western Congressmen do 
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the senior United States Senator from 
Illinois. He worked in the fields when 
he was a boy for his tenant farmer 
father, bull-dogged an _ education, 
joined up as a private and came out as 
a lieutenant, and later served four 
terms as National Judge Advocate of 
the American Legion. That does not 
prove anything, exactly, but it means 
something. In 1933, he became chair- 
man of the Illinois State Tax Commis- 
sion and did away with the state prop- 
erty tax. In these days that feat rates 
along with the quintuplets and the 
two-headed catfish that was caught be- 
low St. Louis as being practically con- 
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trary to nature. He regards the Mis- 
sissippi valley as the most sublime spot 
on the earth’s surface and Chicago as 
the future metropolis of the world. 
“All of us out there feel that way.” 
Because he feels that way he is op- 
posed to the St. Lawrence treaty. 
“T told the President that I am.” 


HAT sounds as though President 

Roosevelt had been bearing down 
for the treaty in person. Mr. Lucas did 
not use the word “nonsensical” in what 
he had to say about the treaty, but he 
made it clear that he thinks that is what 
it is. 

“T do not know much about the 
power end of it,” he said. “Haven’t 
given that much study. But the naviga- 
tion end would raise hell with us in 
the Mississippi valley. We’ve been 
spending money for years in lock-and- 
damming the Mississippi river and its 
tributaries. Built twenty-six—twenty- 
eight—big dams. There we have an 
inland waterway through all-American 
territory which will always be safe in 
times of war. It taps the richest coun- 
try that ever laid outdoors. The Mis- 
sissippi valley and its feeders have 
everything—everything—and all safe 
from an enemy. 

“So they want us to forget all that 
and put our money in the other fellow’s 
waterway. The St. Lawrence is a Cana- 
dian river all the way to the sea except 
for the 48-mile-long ‘international sec- 
tion.’ I hope we will never have another 
war. If we were to get into one I am 
sure that Canada would be our friend. 
But there’s no dodging the fact that 
the St. Lawrence river is in Canada 
and that the Mississippi river is in the 
United States—every blessed, muddy, 
protected gallon of it. Nowadays we’ve 
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got to think about our national de- 
fense.” 

Mr. Lucas paused. 

“Anyhow, we haven’t got the money 
for this St. Lawrence scheme. Six hun- 
dred million dollars, more or less, Why 
should we lend money to Canada so 
she can build something we don't 
want? Of course, I’m against the 
treaty.” 

“Will the Senate ratify the treaty?” 

“IT don’t know,” said Lucas, “I 
don’t know what the Senate will do, 
I do not think that it will in this ses- 
sion for we have too many other things 
on our hands. We will not have time to 
study it and have hearings and find out 
what it is all about. So far as I know, 
the situation has not been materially 
changed since 1934, when the treaty 
failed to get the two-thirds vote neces- 
sary for ratification. But I do not know 
what the Senate may do. I wish I did.” 


iy Chicago does not get more water 
for her drainage canal, the whole 
Illinois river valley—add the Missis- 
sippi river valley for good measure— 
may suffer in health. 

“The damned canal stank last sum- 
mer,” he said. “It’s an unsanitary men- 
ace. We’ve got to have more water. If 
a treaty were to freeze our water allow- 
ance at the present 1,500 cubic-feet- 
seconds we simply could not stand it. 
We can get more water under the 
present law. We’ve got a loophole. But 
if we are going to let anyone freeze 
1,500 feet on us by treaty—that would 
be a calamity. 

“The situation at present is that 
Chicago withdraws 1,500 cubic-feet- 
seconds from the lakes to flush the 
drainage canal. In effect, she turned the 
drainage level around so that she can 
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CHICAGO WANTS MORE WATER 


protect her water supply pool in clean 
Lake Michigan. But 1,500 feet does 
not flush the canal rapidly enough. It 
just gurgles and bubbles along under 
its load of sewage. A little less water 
might reverse the flow and the poison 
would back up into Lake Michigan. A 
little more would clear out the canal 
and get rid of a stench which on a clear 
day is almost as bad as the stockyards. 
Canada once made a deal with the 
United States to assent to a withdrawal 
of more water, in return for the con- 
sent of the United States to her with- 
drawal of a still greater amount of 
water for power purposes at Niagara 
Falls. The deal was upset in its way 
through the courts, and while Canada 
held her power supply, Chicago was 
cut to 1,500 feet.” 


B Gs observer came away feeling 
that if Senator Lucas got what he 
wanted in the way of running water for 
Chicago and the Mississippi valley, he 
would turn his head the other way 
when the bargaining about New York 
state power began. Maybe the observ- 
er is doing Mr. Lucas a grave wrong, 
but that is the way that statesmanship 
operates. If he gets the water he wants 
in his state, his constituents will be sat- 
isfied, and a satisfied constituent is the 
foundation stone of statesmanship. If 


e 


he does not get that water, the indica- 
tions are that Mr. Lucas will be con- 
siderably filled with emotion when he 
goes into his senatorial rdle. Other 
Mississippi valley and Midwest Sena- 
tors will feel the same way. This is in- 
tended as a gift of advice to the op- 
ponents of the treaty. Give ’em that 
water. Or else. 

There are a surprising lot of op- 
ponents to the treaty. Suppose an in- 
complete list is made of them at this 
point, with a hint at their reasons for 
opposition. The utilities say the lock- 
and-damming of the 48-mile-long in- 
ternational rapids will produce power 
which is not needed. This power will be 
sold by the government away below the 
cost of production, and the low price 
will be justified by cooking the books. 
The better part of the actual expendi- 
ture, they say, will be charged to the 
twin items of national defense and 
navigation improvement. The history 
of government-owned works in the 
Tennessee valley will be repeated, they 
say. It was definitely proven there that 
a privately owned utility cannot stand 
against a publicly owned utility, with 
a United States Treasury and a kitchen 
full of bookcookers behind it. 

“The tax-paying New York state 
utilities will drop into the hands of the 
government,” they say. “They will 


keep an honest set of books they can show that power can be 


q “THE soft-coal operators say that if the government will 


produced at a lower cost by steam than by water. They say 


it 1s definitely more convenient to erect plants where the 
power is needed than to wire it over long distances. They 
say the dams proposed for the international section of the 
river will be immensely costly, that no one knows how much 
they will cost, and that engineers regard them as extra- 
hazardous propositions.” 


325 MAR. 14, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


either be bought out or taken under 
government control.” 


Sem railroads say the passage of the 
treaty would be ruinous to them. 
Maybe not quite ruinous. Some of 
them are already pretty well ruined. 

But it would not help them any and 
they need help. They say the plan to 
make a deep-sea waterway from the 
Gulf of St. Lawrence to Duluth means 
that if the waterway works it will get 
all the business during the seven warm 
months of the year. During the five 
cold months, when the Great Lakes are 
frozen over and no business is moving 
by boat, they will be compelled to han- 
dle the freight or quit. Winter freight- 
ing is several times as expensive as 
summer freighting. The Canadian rail- 
roads, by the way, are not welcoming 
the treaty. Neither are they opposing 
it very definitely. The Canadian roads 
are government owned, anyhow, and 
the taxpayer pays the annual deficits in 
any case, as has been ordained of God, 
and what difference does it make to 
them? A little more loss or a little less 
loss? Phooey. 

The soft-coal operators say that if 
the government will keep an honest set 
of books they can show that power 
can be produced at a lower cost by 
steam than by water. They say it is 
definitely more convenient to erect 
plants where the power is needed than 
to wire it over long distances. They 
say the dams proposed for the inter- 
national section of the river will be 
immensely costly, that no one knows 
how much they will cost, and that en- 
gineers regard them as extrahazard- 
ous propositions. They say that soft- 
coal miners in the United States have 
been behind the proverbial eight-ball 
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for years, and that if the government 
takes away the sale of seven more mil- 
lion tons annually from them, the loss 
in taxes and relief costs will be sty- 
pendous. 


Bex people who think that the gov- 
ernment should stop its competi- 
tion with private business say the treaty 
provides one more government-owned 
waterway to make trouble. They point 
out what happened in the case of the 
Inland Waterways Corporation. The 
government gave the corporation, op- 
erating on the Mississippi river and 
tributaries, a twenty - million - dollar 
plant to begin with. No one has ever 
bothered to ascertain how much the 
actual cost of that plant was, by the 
way. We snap our fingers at millions, 
we wealthy Americans. Many more 
millions were spent to get it in going 
condition and other millions were spent 
by states and communities for docks 
and whatnots. It was efficiently con- 
ducted. It has never been out of the 
red for eleven seconds, they say, if the 
books were charged with the actual 
costs of birth and hospital attention. 
Even by the corporation’s own books 
it made only a little profit in two or 
three years, and no profit at all for the 
long run. And it raised merry cain with 
the railroads that pay taxes. Those in- 
terested might read what Joseph B. 
Eastman, of the ICC, said about it. He 
is a government-control man by right 
of his position and has been suspected 
of being a government-ownership man. 
Read him. 

Those interested in national defense 
say the plan to create a seaway from 
the mouth of the St. Lawrence through 
the Great Lakes to Duluth has some- 
thing attractively nutty about it. One 
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Summer and Winter Freighting 


“— [the railroads] say the plan to make a deep-sea waterway 

from the Gulf of St. Lawrence to Duluth means that tf the 

waterway works it will get all the business during the seven warm 

months of the year. During the five cold months, when the Great Lakes 

are frozen over and no business is moving by boat, they will be com- 

pelled to handle the freight or quit. Winter freighting is several times as 
expensive as summer freighting.” 





of the Senators (U.S.) said it was 
glamorous. It had him all glowing, he 
said. Yet the fact is that we have spent 
millions in making a sea-going river 
out of the Mississippi, which taps the 
heart of the country and is protected 
for every inch of the way. No one fears 
we will ever get into a war with Cana- 
da, or ever be found on the other side 
of an international fence from Great 
Britain. But if the impossible should 
happen, then the St. Lawrence is the 
other fellow’s seaway and not ours. It 
is 2,350 miles from the Gulf to Duluth, 
but none of the miles except the miles 
in the St. Lawrence would count. So 
they move to strike the words “na- 
tional defense” out of the propaganda 
for the treaty. 


= lake shipping interests do not 
want it. Neither do the people in 
the Mississippi valley, nor the Atlantic 


ports. Channels would have to be 
dredged through the lakes, say the lake 
shippers, at a considerable cost, and 
would be used largely by the small-time 
ocean freighters originating in Eng- 
land and the Continent. They could do 
business both ways, for they carry 
European freight, and pick up small 
lots in our lake ports. We have not that 
kind of a sea-going marine as yet and 
we may never have. That opens the 
way to another story for which there 
is no space at this moment. The At- 
lantic ports foresee the loss of business 
if the St. Lawrence seaway is opened, 
and they need all the business they can 
get. The more business they get the 
more taxes they can pay. A hint at the 
varied interests in opposition to the St. 
Lawrence treaty is to be found in the 
list below of organizations which met 
in Washington recently and adopted 
resolutions : 
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The National Coal Association ; 

American Mining Congress; 

Niagara Frontier Planning Board; 

Lake Carriers’ Association ; 

Mississippi Valley Association ; 

Association of American Railroads ; 

Railway Labor Executives Associa- 
tion ; 

American Short Line Railway Associ- 
ation ; 

Atlantic Deeper Waterways Associa- 
tion ; 

Maritime Association of the Boston 
C.of C.: 

Maritime Association of the Port of 
New York; 

New York State C. of C.; 

Ohio Coal Association ; 

Albany Port District Association ; 

New York State Waterways Associa- 
tion ; 

State Port Authority of Virginia ; 

Ohio State C. of C.; and the 

Chambers of Commerce of Cleveland, 
Buffalo, Baltimore, Boston, and 
numerous other important cities. 


ie view of this list—and it might be 
added to almost indefinitely—and 
the fact that in 1934 the Senate re- 
fused to ratify the treaty and that 
Canada once declined to have anything 
to do with it, one would think that it 
is as dead as Ahasuerus. It was mori- 
bund not so long ago. Not even a gal- 
vanic battery could get a twitch out of 
it. The antagonistic interests felt they 
were in no more danger from it than 
from an invasion by the Mohawks. But 
the fact is that—as Senator Lucas indi- 
cated—no one knows at this moment 
of writing what may happen to the re- 
suscitated treaty. The Senate may rati- 
fy it. Canada may accept it. Or nothing 
may be done. One is reminded of the 
couplet in a current song hit: 
One night I saw upon the stair 
A little man who was not there. 


He wasn’t there again today— 
Oh, how I wish he’d go away. 


MAR. 14, 1940 


The way its opponents see it, the 
whole plan is just as fantastic as that, 
They say it involves spending our good 
money for something we do not need, 
and buying the privilege of spending 
that money from Canada who isn’t so 
hot about it either. Not long ago the 
Montreal Gazette said editorially that 
the plan is not justifiable in time of 
peace and certainly not to be justified in 
time of war. There is a powerful and 
vocal faction in opposition in Canada. 
But the treaty scheme involves the 
spending of a good many million dol- 
lars of borrowed money in Canada and 
whoever is without sin on this side of 
the boundary line is invited to throw a 
stone at Canada. We have our TVA 
and our Boulder dam and our Grand 
Coulee-plus-Bonneville, which are the 
three legs of President Roosevelt’s 
power stool. He has said more or less 
jocularly that he wants the fourth leg. 
That’s the St. Lawrence. If we agree 
to lend the money to Canada he may 
get it. 


t be plan had its origin in 1919, 
when the Great Lakes-Tidewater 
Association was formed. During the 
war the railroads had been overbur- 
dened with freight and—if you listen 
to their fevered operators—with gov- 
ernment management. Farmers were 
paying $400 an acre for Iowa land on 
which to raise two-dollar wheat for- 
ever and ever. Every manufacturer 
who owned a steam boiler was turning 
out everything he could make at good 
prices. The assumption was that pros- 
perity would never stop. Then the war 
ended. Every one knows what has been 
happening since. Our export trade has 
dwindled and our wheat exports have 
shrunk almost to nothing. Trucks are 
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on every highway and airplanes are 
carrying fast freight. There is, say the 
treaty’s antagonists, no reason what- 
ever for adding another means of 
transportation to embarrass the others. 
Probably the St. Lawrence seaway 
plan, from tidewater to Duluth, would 
have been forgotten, except for the 
fight in this country for the govern- 
ment ownership of hydroelectric 
power. 

When Franklin D. Roosevelt was 
elected governor of New York he got 
into a row with the utilities. When 
some of his advisers convinced him 
that he could win his fight by lock-and- 
damming the 48-mile stretch of the in- 
ternational rapids from a point below 
the Thousand Islands to St. Regis, 
where the boundary line leaves the 
river, he stayed convinced. The state 
legislature refused to cooperate, but 
that has always been his pet scheme. 
The navigation feature has been mere- 
ly the butter on the bread. The argu- 
ment was that the Middle West would 
profit immensely by the seaway, and 
that it would simply be foolish not to 
take advantage of the potential power 
of the international rapids. That 
amounts to about 2,236,000 horse- 
power, and must be divided equally 
between the two countries. Otherwise 
Canada would not play. But when he 
became President the Senate proved 
hard-hearted. 


dam plan in the international rapids. 


tees navigation bait did not attract 
the two-thirds necessary for ratifi- 
cation and the utility men seemed able 
to prove that there would be no pres- 
ent sale for the power produced, ex- 
cept at give-away prices at the expense 
of the taxpayer. Canada was not inter- 
ested in power at that time. Canada al- 
ready had more government - owned 
power than could be sold, and Canadian 
taxpayers were very down in the mouth 
about government ownership. They 
had some government-owned rail- 
roads, for which they had to meet an 
annual bill. When the Senate refused 
to ratify in 1934, it looked to the out- 
sider as though the play were over. 


ews the war came. Great Britain 
and France could not borrow 
money in the United States, thanks to 
the Johnson Act and a series of re- 
fusals to pay anything on account 
which had been spiked in the State De- 
partment. A nice share of the new war 
business was therefore placed in Cana- 
da, for perfectly obvious patriotic and 
financial reasons. Canada _ suddenly 
found that she was running short on 
power. A future market for power was 
more or less assured by Great Britain’s 
offer to loan three and one-half billion 
dollars for port works, power produc- 
tion, and factory building in Canada’s 
safe territory. Some of that handsome 
sum could be diverted to the St. Law- 


One big dam 


q “CANADA has always opposed the American one-big- 


would flood many acres of highly profitable tax-paying land, 
just as the TVA did in its own valley. It now seems likely 
that the treaty, when finally hammered into shape, will pro- 
vide for two dams. If the Canadian rivers are turned around, 
more power can be produced in the Canadian plants.” 
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rence power plan. Great Britain is an 
old hand in war business, too, and it is 
fair to presume that the fact that the 
proposed seaway would be absolutely 
under her control, and that it ran to the 
heart of our Middle West, was not 
overlooked. It has often been said in 
print that Britain’s interest in the St. 
Lawrence scheme was a generous re- 
sponse to the friendly gestures toward 
the Allies made by President Roose- 
velt. This may or may not be a fact, but 
it seems to stretch pretty thin. If that 
were the only reason, the Allies might 
have made a pretty gesture on their 
own side at no cost whatever. As, for 
example, in the matter of American 
mails on the high seas. 
Canada continued to be coy. 


. | ‘HE opponents of the treaty sug- 


gest that Our Lady of the Snows 
at this point behaved like a young girl 
who was being courted by a rich old 
man. The more she held back the more 
he pranced. The privately owned utili- 
ties in Canada did not like the idea of 
fresh government-owned power. They 
knew that the matter of cost never de- 
ters a government and that prices can 
be cut to fit by any government with a 
sufficiently evangelistic fervor. The ex- 
perience of 1919 was recalled, when 
there suddenly ceased to be a market 
for European-bound freight and 
wheat. Canada is not a rich country in 
ready cash, and the cost of Canada’s 
share of the St. Lawrence scheme was 
disheartening. It was pointed out that 
when the war is over Canada might 
find herself stuck with an expensive 
plant on which the taxpayers would 
stand the upkeep. Especially at this time 
it seemed undesirable to raise Canada’s 
share of the money by the sale of 
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bonds. The rich old man began to dance 
the rhumba before her. The plan seems 
to be to lend her most, if not all, of the 
money needed for the St. Lawrence 
plan, Britain and the United States be- 
ing the lenders. 

But that seems not to be all. If the 
consent of the Middle West Senators 
is to be obtained for the ratification of 
the treaty, the deal must be broadened. 
Chicago needs more than 1,500 cubic- 
feet-seconds for her drainage canal. No 
one will deny that, especially those who 
happen to be in certain sections of Chi- 
cago on a calm summer night. Canada 
insists that to divert more water would 
be to lower the level of the Great Lakes, 
to the injury of navigation. 


HE reply by Senator Lucas and 
those who think his way is that 
this is absurd. They contend that the 
lake level can be maintained by tighten- 
ing up the lake gateways. Another 
group of thinkers suggest that some of 
the Canadian rivers that now flow 
north to the Hudson bay can be turned 
around and made to empty into the 
Great Lakes. Canada seems to have no 
ardent objection to that proposition, 
for water flowing into the Hudson bay 
does not do her any particular good, 
whereas water flowing south might 
help her. This is especially the case if 
some one else—to wit, the rich old man 
—would pay the cost of reversing those 
rivers. Some millions of dollars of out- 
side money spent in Canada would help 
business conditions, of course. 
Canada has always opposed the 
American one-big-dam plan in the in- 
ternational rapids. One big dam would 
flood many acres of highly profitable 
tax-paying land, just as the TVA did 
in its own valley. It now seems likely 


330 





ae ae ae a oe ee 


—_— 2 pbs 2a cc 2. 2 zoe cel ae 


dance 
seems 
of the 
vrence 
tes be- 


If the 
nators 
ion of 
dened. 
cubic- 
al. No 
e who 
f Chi- 
anada 
would 
Lakes, 


s and 
s that 
at the 
vhten- 
10ther 
me of 
~ flow 
urned 
to. the 
uve No 
sition, 
yn bay 
good, 
might 
ase if 
d man 
' those 
yf out- 
d help 


d the 
he in- 
would 
fitable 
A did 
likely 


CHICAGO WANTS MORE WATER 





In Interest of National Defense 


6¢ HOSE interested in national defense say the plan to create a 

seaway from the mouth of the St. Lawrence through the Great 

Lakes to Duluth has something attractively nutty about it. One of the 

Senators (U.S.) said it was glamorous. It had him all glowing, he 

said. Yet the fact is that we have spent millions in making a sea-going 

river out of the Mississippi, which taps the heart of the country and ts 
protected for every inch of the way.” 





that the treaty, when finally hammered 
into shape, will provide for two dams. 
If the Canadian rivers are turned 
around, more power can be produced 
in the Canadian plants. If the treaty is 
ratified on both sides of the line, it 
seems likely that the big eastern grid 
will finally become an actuality, and 
St. Lawrence power will be hooked to 
the utilities in New York, Boston, 
Philadelphia, Baltimore, Washington, 
Chattanooga, St. Louis, Detroit, 
Cleveland, and Buffalo, under some 
definite form of government control. 
A bill will be introduced in the House 
of Representatives—it may have been 
introduced by the time this is in print 
—for the creation of a St. Lawrence 
Authority along the TVA lines. 


B” no one knows whether the 
treaty will be ratified. The one 
thing certain is that a lively time will 


probably be had by all. The Senate 
might ratify, for the gossip is that be- 
cause of purely political reasons the 
1934 line-up has been softened, but the 
House is still to be heard from. The 
House has shown itself more sensitive 
toward heavy spending of late than the 
Senate has. 

Representative Gore of Tennessee 
turned a most effective fire on the loss 
of taxes in the Tennessee valley 
through the operations of the TVA. 
Martin J. Kennedy of New York has 
asked that consideration of the treaty 
project be held up until it can be looked 
into by the House Interstate and For- 
eign Commerce Committee. It is rea- 
sonably certain that some House com- 
mittee will go to work on it—perhaps 
more than one—and while the House 
has nothing to do with ratification, the 
House has everything, almost, to do 
with the granting of funds. 
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The ruckus over the existing debt Smith family on the way to the polls, 
being as loud and continuous as it now _ But as it stands, Senator Lucas seems 
is, the Representatives may not feellike to be hitting close to the mark when 
fixing up to spend another billion dol- he says that no one knows what will be 
lars and then going home to meet the done. 





The Importance of Life Insurance 
Company Investment 


74 yo Hes ten years 1929-38 contained about every difficulty 
the investor ever faced combined in one general syn- 
thesis. Collapse of an unprecedented speculation, and a world- 
wide depression of great depth, a revolutionary change in 
domestic policies marked by a more acute and continuous as- 
sault on ‘big business’ than at any time in a century, and by an 
orgy of deficit financing and borrowing, and a steadily increas- 
ing tension in international relations everywhere outside the 
Western Hemisphere constitute an unusual budget of trouble. 
The problem thus presented to the life insurance managers, 
who day in and day out had to find a safe place for the people’s 
savings, was one of extraordinary difficulty. ... There is no 
opportunity here to compare it with anything but itself. Gov- 
ernment practice can offer no yardstick, for governments do not 
—pace Mr. Stuart Chase-—invest; their job is spending. This 
may well be kept in mind when there is question of ‘national 
life insurance, for the only ‘reserve’ government can maintain 
is its own ability to tax and borrow; its portfolio can contain 
nothing but its own IOU’s unless it first takes over all business 
and industry as well as insurance. Life insurance, in an economy 
of private industry, is one activity in which government has no 
place other than as regulator, for by its very nature life insur- 
ance must depend largely upon private industry for its reserves, 
and in such an economy government cannot in practice make use 
of that channel of investment. It would be hardly an exaggera- 
tion to say that the assets of the life insurance companies as a 
whole represent roughly a first mortgage on the country’s busi- 
ness and industry.” 
—Excerpt from editorial, 
The Wall Street Journal. 
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Those Unharnessed Horses 


The development of the Great Lakes-St. Lawrence 

seaway and power project with its possible 2,000,- 

ooo horsepower would, in the opinion of the author, 
be sure to have far-reaching economic effects. 


By HERBERT M. BRATTER 
\ s the tremendous overflow from 


the Great Lakes has pounded its 
way down Niagara Falls and 
the rapids of the St. Lawrence through 
the centuries, it has carried off unused, 
and it remains unused, approximately 
2,000,000 horsepower of power which 
now belongs to the people of New York 
state and an equal amount belongs 
to Canada. That this greatest and 
cheapest block of power available in 
North America will remain untapped 
indefinitely is generally doubted. That 
it will be developed without simultane- 
ous removal of the shipping bottle neck 
is also very doubtful. In other words, 
sooner or later the Great Lakes-St. 
Lawrence seaway and power project, 
governmentally developed, will become 
areality. When it does, what changes 
oe it introduce in the country’s daily 
ife? 
Over this question a controversy 
has raged for years, and it would be a 


333 


rash novice who would attempt to arbi- 
trate the conflicting viewpoints. It may 
be of interest, however, to review here 
some of the more obvious probable 
economic consequences of the treaty 
which this country submitted to the 
Dominion Government in 1938 and 
which may come before the Senate this 
year for ratification. 

Briefly, this new treaty provides for : 
(1) a waterway sufficiently deep to 
make the Great Lakes accessible to 
ocean vessels during the seven ‘warm 
water” months of the year, and (2) 
development of nearly 2,000,000 
horsepower as our share of the unused 
power in the international sections of 
both the St. Lawrence and the Niagara 
rivers, or about 10,000,000,000 kilo- 
watt hours of energy per annum. 
About 55 per cent of this would be de- 
veloped in the St. Lawrence river, and 
the rest from improvement of the pres- 
ent Niagara river development. 
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7 have been written for or 
against the proposed project in the 
more than thirty years that some such 
development has been a public issue.” 
Proponents of the twofold seaway and 
power plan argue that it will add 3,576 
miles to our coast line duringmore than 
half of the year; that it will convert 
mere than 30 American cities on the 
lakes and connecting channels into 
seaports, that it will effect great econo- 
mies in our national production and 
distribution of wealth, develop new in- 
dustries, and provide plentiful and 
cheap electricity to a very large propor- 
tion of our population needing it ; and 
that, in doing so, it will not only not 
harm, but will aid, existing public util- 
ity companies through which this gov- 
ernment-developed power will be dis- 
tributed. 


Remon say that the benefits 


would not be worth the expense ; 
that the transportation project would 
not be self-financing; that first-class 
cargo liner service would not be at- 
tracted by the waterway ; that the proj- 
ect would involve a taxpayer’s burden ; 
that it could not sell its power profit- 
ably, etc. Port interests of Buffalo, 
Boston, New York, New Orleans, 
Montreal, etc., have long opposed the 
seaway because they fear the diversion 
of business. Railroads have taken a 
similar view, while public utilities dis- 
like further government influence over 


1 Notable in the literature against the proj- 
ect is a Brookings Institution’s book. (The 
St. Lawrence Navigation and Power Project, 
Washington, 1929.) Outstanding in its defense 
are the interdepartmental document, issued by 
the Senate in 1934 (73d Cong., 2d Session, Sen- 
ate Document No. 116, Survey of the Great 
Lakes-St. Lawrence Seaway and Power Proj- 
ect in two volumes) and the exhaustive an- 
nual reports of the Power Authority of the 
State of New York. 
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their business. These and similar ob- 
jections in this country have until now 
sufficed to block the waterway-power 
developing, while the difficulty of ree. 
onciling American and Canadian view- 
points, and, indeed, the hitherto diver- 
gent positions of Quebec and Ontario 
interests, has provided additional pe- 
riodic obstacles. 


| niece the controversy, however, 
certain conclusions as to the 
project’s economic aspects may be ver- 
tured. Completion of the waterway 
and power developments now planned 
would have ultimate results of particu- 
lar interest to distributors and consum- 
ers of electricity. 

The seaway-power project will con- 
tribute to business activity, if for no 
other reason, by reason of the expendi- 
tures involved in the construction 
work. The power portion of the Great 
Lakes-St. Lawrence undertaking in- 
volves construction expenditures in the 
United States of $219,000,000, exclu- 
sive of Niagara. The latter will cost 
$78,000,000 more, it is estimated. The 
seaway portion involves estimated ex- 
penditures in the United States for ma- 
terials and labor totaling $140,000,- 
000. New American transmission fa- 
cilities will cost an estimated $105, 
000,000 additional. 

The construction work will thus 
represent an expenditure in the United 
States of $402,000,000 for labor, ma- 
terials, and equipment, to be spread 
over a period of probably ten years. 

Once completed, the project will in 
turn set in motion private expenditures 
for equipment to utilize the St. Law- 
rence and Niagara power for port and 
shipping facilities, factories, distribu- 
tion systems, etc. The timing of those 
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private expenditures, attendant upon 
increased use of electricity, cannot be 
predicted, nor can their amount be defi- 
nitely foretold. Indeed, even after the 
development of the St. Lawrence-Ni- 
agara project shall have been com- 
pleted, it may not be possible to meas- 
ure its influence on the use of electric 
power, since the project will be only 
one of several factors responsible for 
the expected continued uptrend in the 
use of electricity. However, certain 
present potentialities for expansion 
may be pointed out. 


| lenin to the 1,100,000 horse- 
power involved in the projected 
St. Lawrence international develop- 
ment as our share, the Federal Power 
Commission in 1934 suggested that 
during thirty years it would result in 
$500,000,000 additional capital in- 
vested in manufacturing, $90,000,000 
additional wages and salaries per an- 
num, $220,000,000 additional annual 
factory output and 80,000 additional 
factory workers, and attendant sub- 
sidiary developments. With Niagara 
in the picture these figures would be 
doubled, it is claimed. 

The project contemplates the annual 
generation, as the American share, of 
10,000,000,000 kilowatt hours of new 
energy. This would be equivalent to 
about one-twelfth of all the electric 
energy generated in all types of plants 


in the United States in 1937 and more 
than one-tenth of that similarly gener- 
ated in 1929.8 

With codrdination of public and 
private utility facilities by means of a 
huge “relay” network throughout the 
eastern states, the additional power 
developed on our side of the St. Law- 
rence would affect the supply and cost 
of electrical energy in a wide area. 
Even without such a transmission 
“grid,” the contemplated development 
of 10,000,000,000 kilowatt hours 
would exert a powerful influence in 
cheapening electricity in one of the 
country’s most concentrated markets 
therefor. Within a 300-mile radius of 
the proposed St. Lawrence-Niagara 
hydroelectric plants there is used at 
present 39 per cent of the nation’s en- 
tire consumption of electric energy. 
This market area contains 32 per cent 
of the United States population and 47 
per cent of its manufacturing activity 
as represented by “value added by 
manufacture.” 


HE plan of the Power Authority 

of the State of New York for the 
use of the new power contemplates no 
duplication of existing plant capacity, 
but the wholesaling of the power to the 
existing power companies under con- 
tractual arrangements for resale to 


2 Statistical Abstract of the United States, 


1938, p. 355. 


e 


ity, if for no other reason, by reason of the expenditures in- 


q “THE seaway-power project will contribute to business activ- 


volved in the construction work. The power portion of the 
Great Lakes-St. Lawrence undertaking involves construc- 
tion expenditures in the United States of $219,000,000, ex- 
clusive of Niagara. The latter will cost $78,000,000 more, 


it 1s estimated.” 
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consumers at low rates. The authority 
believes that if these contracts are ac- 
tually concluded, their effect will be 
beneficial to the private utility com- 
panies concerned as well as to the ulti- 
mate consumers. 

The availability of this large amount 
of electric energy at a low cost must 
certainly tend to influence existing 
public utilities in the same area—and 
indeed in other areas—to sell at the 
lowest possible price, as has occurred 
in the region served by TVA® If the 
expected lowering of the cost of elec- 
tric energy to present consumers in 
New York and neighboring states oc- 
curs, its effect will be partly to make 
available private savings for other ex- 
penditure or investment, and partly to 
stimulate the consumption of electric- 
ity. 

To the domestic, industrial, or other 
consumer of electricity, either result 
represents a gain. And, to the extent 
that cheaper power induces increased 
consumption, the load factor and earn- 
ings of the public utilities in the af- 
fected area are correspondingly aided. 


rites the market for elec- 
trical equipment tends thereby to 
be increased. Obviously, the substitu- 
tion of a 100-watt for a 50-watt lamp 
represents not only increased consump- 
tion of electricity, but an increased 
market for the lamp manufacturer, 
while the introduction of electricity to 
homes which did not previously use it 
at all means new markets for wire, fix- 
tures, lamps, refrigerators, electric ap- 
pliances, radios, air conditioners, and 
the like. 


8 Cf. article by Leland Olds in the report to 
the National Resources Committee: Energy 
Resources and National Policy, p. 431. 
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bv availability annually of 10, 
000,000,000 kilowatt hours of 
new electric power does not imply that 
all this power will be used, although 
ultimately it should be. Nor does it 
follow that the amount of new power 
consumed will represent in its entirety 
a new addition to the amount of elec- 
tric power consumed. Actually there 
must be some substitution of St. Law- 
rence-Niagara power for energy now 
otherwise developed, during the first 
few years of the project. Advocates of 
the project admit this to be the case, 
although they hold that, after an initial 
period, its stimulating effects will be so 
great that St. Lawrence power will 
have to be supplemented by additional 
steam energy. They believe that such 
maximum growth, moreover, will not 
occur excepting under the stimulus of 
the St. Lawrence project. The in- 
creased market, they maintain, is de- 
pendent upon the low rates St. Law- 
rence will bring. 

To the extent that substitution oc- 
curs it must be granted that the proj- 
ect, utilizing self-replenishing energy, 
will tend to conserve exhaustible nat- 
ural resources of coal, gas, and oil, 
with obvious adverse effects on the 
employment and business of produc- 
ing, transporting, and distributing 
those commodities. 


HERE is no doubt that the hydro- 

electric project we are here con- 
sidering will afford the government 
another “yardstick” opportunity. The 
yardstick effects of the TVA in its own 
area are well known. In the American 
service area of the present project the 
marketing of the hydroelectric power 
is expected by its sponsors to reduce 
costs as well as rates by providing ex- 
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Use of New Power 


ae plan of the Power Authority of the 
State of New York for the use of the 


new power contemplates no duplication of ex- 
isting plant capacity, but the wholesaling of the 
power to the existing power companies under 
contractual arrangements for resale to the con- 
sumers at low rates. The authority believes that 
if these contracts are actually concluded, their 
effect will be beneficial to the private utility com- 
panies concerned as well as to the ultimate con- 


sumers.” 





isting suppliers of power with compe- 
tition and so stimulating economies in 
their operating costs. 

In the recent words of Leland Olds, 
who has since become chairman of the 
Federal Power Commission, “the Fed- 
eral policy, adopted for the marketing 


of hydroelectric power, is already es- 
tablishing in the power business cost 
standards based on the best economy 
achievable by modern technology. In 
effect it provides the same incentive to 
keep down costs as prevails in a com- 
petitive industry, in which new com- 
petitors may be expected whenever ex- 
isting operators become unprogressive. 
It tends to prevent the pegging of rates 
to obsolescent or otherwise excessive 
costs.” Mr. Olds cited as an example 
of “yardstick”’ economics the facts re- 
lating to Ottawa, Canada, as set forth 
by Fergus J. McDiarmid in Pusiic 
Utitities FortNIGHTLY of October 
14, 1937. 


HILE few homes are without elec- 
tricity within a 300-mile radius 
of the international section of the St. 
Lawrence on the American side, about 
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one house in twenty in the area is not 
wired. Assuming $100 as the average 
cost of wiring a home for electricity, 
and assuming that $40 of this sum is 
for labor on the premises and the rest 
for materials, complete electrification 
of the homes in the American area di- 
rectly serviceable from the St. Law- 
rence would mean an estimated initial 
expenditure of $22,000,000 for elec- 
tricians’ pay and $33,000,000 for ma- 
terials. These figures represent maxi- 
mum domestic electrification of exist- 
ing residences and therefore magnify 
the likely potentialities from further 
wiring of homes. On the other hand, 
the figures mentioned make no allow- 
ance for expenditures for electrical 
appliances for use in the home, or for 
an increase in homes with population 
growth and new housing. 

Offsetting somewhat the potential 
expansion of the market for electricity 
and electrical appliances in the home, 
there would be, of course, a reduction 
in the use of other forms of energy 
and the equipment for utilizing it such 
as gas for illumination, cooking, and 
refrigeration, gas-utilizing equipment, 
MAR. 14, 1940 
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etc. Within a 300-mile range of the 
proposed St. Lawrence-Niagara power 
development, natural and artificial gas 
companies at present are estimated to 
have about 7,700,000 customers and 
annual sales of about $270,000,000 to 
domestic and industrial customers. 
While the wiring of a home does not 
necessarily mean the elimination of 
the use of gas for cooking or heating, 
there would certainly be a marked tend- 
ency for the St. Lawrence-Niagara 
project to reduce the use of gas in the 
home, and so to affect adversely the 
business of those who sell to gas com- 
panies. 


 eneienatiers gas and electricity are 
distributed in a given district by the 
same company, and in such cases there 
should be no net loss of income, but 
rather a net gain from the substitution 
of lower-cost electricity for more ex- 
pensive gas. According to the 1938 
report of the New York State Power 
Authority,’ the “per cent return” to the 
companies distributing St. Lawrence 
electric energy will increase as the con- 
sumption of electricity increases. Since 
the project is expected to result in 
greater use of power, it is believed that 
the public utilities concerned with its 
distribution will definitely improve 
their income. Comparative costs of St. 
Lawrence power and steam-generated 
power at the load center, calculated by 
the Power Authority of the State of 
New York in 1937, show a distinct 
advantage of the hydro development.® 
Based on certain assumptions as to the 
proportion of St. Lawrence power con- 
sumed within given radii, the author- 
ity calculated hydro as 34.8 per cent 


4P, 283. 
5 1937 report, p. 117. 
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cheaper than steam with a 50 per cent 
load factor and 49 per cent with an 80 
per cent load factor. 

In connection with increasing con- 
sumption of electric energy due to the 
greater use of electrical appliances in 
the home, special mention should be 
made of the rapidly developing air- 
conditioning and air-cooling industry. 


ee close to the heart of the 
country’s industrial region, the 
Great Lakes-St. Lawrence waterway 
and power project will tend to affect 
industry and its consumption of elec- 
tric energy in several ways: 


THE lowering of power costs with- 

in the primary service area of the 
St. Lawrence-Niagara development 
will tend to reduce manufacturing 
costs. This will tend to result in higher 
profits retained by industry, in lower 
selling prices of manufactured prod- 
ucts resulting in a larger volume of 
business and greater profits, or in a 
combination of the two. In some indus- 
tries power is an important item of 
cost; in others not. Small individual 
savings may be worth while in the 
aggregate. 


I To the extent that industries in 

the service area of the project are 
enabled by it to take business away 
from competitors in other parts of the 
country, or abroad, those competitors 
will be adversely affected. 


II To the extent that the water- 

way brings producers and mar- 
kets closer together and so expands the 
volume of trade and production, the 
purchasing power and living standard 
of people in the Great Lakes tributary 
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area and their customers or suppliers in 
other parts of the country should tend 
to increase, and the public utilities in 
the areas so affected should tend to 
benefit from the business activity so 
generated. 


I To the extent that the water- 

way generates trade and pro- 
duction which represents only a diver- 
sion of business from other areas or 
through other channels, one man’s 
“meat” becomes only another man’s 
“poison,” although it does not neces- 
sarily follow that such a diversion 
yields no net benefit to the nation. 


—— to its advocates, the com- 
bined seaway-power project will 
develop cheap electricity “right on the 
ocean.” Raw materials can be brought 
in by water and processed with elec- 
tric power. Opponents maintain that 
cheap power is only one of many con- 
siderations determining the location of 
factories, and, therefore, do not expect 
much migration or new industrial de- 
velopment due to the completion of the 
project. Certainly, to the extent that 
power is a material element in costs of 
production, some industries will be at- 
tracted by low-cost power. Canada’s 
efforts to industrialize, now greatly 
stimulated by the war and by Britain’s 


long-range strategic considerations, 
will be greatly aided by the plentiful 
water-power resources of the Do- 
minion. These industrial plans are 
largely responsible for Canada’s pres- 
ent receptivity to the project. 

In the face of prospective increased 
competition in Canada, American in- 
dustry south of the border may be ex- 
pected to utilize every possible saving 
in defending its present competitive 
position. While the international proj- 
ect will supply Canada with power it 
will require, it must be recognized that 
considerable hydroelectric development 
is possible in entirely Canadian sec- 
tions of the St. Lawrence and the Ot- 
tawa rivers. 


HERE are obstacles to new indus- 
trial development close to St. 
Lawrence-Niagara power. A  fre- 
quently mentioned one is the fact that 
the St. Lawrence is frozen for nearly 
half a year. In reply to this it is main- 
tained that the Great Lakes also freeze 
during winter months, yet this does not 
prevent the development of industries 
using Minnesota ore; and the Baltic sea 
harbors are frozen for practically a like 
period without destroying their impor- 
tance in commerce. 
Despite the fact that the area within 
300 miles of the St. Lawrence and Ni- 


7 


projected St. Lawrence international development as our 


q “REFERRING to the 1,100,000 horsepower involved in the 


share, the Federal Power Commission in 1934 suggested 
that during thirty years it would result in $500,000,000 ad- 
ditional capital invested in manufacturing, $90,000,000 ad- 
ditional wages and salaries per annum, $220,000,000 addi- 
tional annual factory output and 80,000 additional factory 
workers, and attendant subsidiary developments.” 
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agara project already is important in 
manufacturing, the factories within 
that district are not evenly distributed. 
The St. Lawrence-Niagara project is 
expected to increase manu facturing ac- 
tivity in northern New York. In in- 
dustries where power costs are impor- 
tant, some migration to the neighbor- 
hood of the St. Lawrence will surely 
occur. The largest industrial uses of 
electric energy are in the manufacture 
of aluminum, caustic soda, and the re- 
fining of copper, iron, and steel. There 
are many other metallurgical and 
chemical processes where the use of 
electricity is important, and where the 
demand for their products is increas- 
ing. With the development of techno- 
logical improvements, the demand for 
such products will increase. 


I addition to domestic and industrial 


consumption, there are other poten- 
tial markets for St. Lawrence electric- 
ity. Among these are highway lighting 
and railway electrification. 

The interest of public utilities in the 
effects of the projected waterway on 
the steam railroads, although indirect, 
is considerable. Railroads in the east- 
ern district, which includes lines with 
which the waterway project will com- 
pete, handled about 40 per cent of the 
nation’s rail freight traffic in 1930. 

The railroads constitute a basic eco- 
nomic activity of the nation. They are 
an important element in the demand 
for steel and other supplies and, di- 
rectly or indirectly, their prosperity 
significantly affects the well-being of a 
large proportion of our population. 
While the waterway development will 
not deprive the railways of passenger 
traffic, it will definitely tend to reduce 
their freight business. Whether the 
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railroads as a group will experience an 
actual loss of volume will depend on 
the general trend of economic activity 
in the future. Experience with the 
Panama canal as a competitor for 
transcontinental traffic in a period of 
growth indicates that the transconti- 
nental railroads affected by canal com- 
petition shared in the general prosper- 
ity of the country. Their earnings were 
not only sustained, but increased, after 
the canal was opened, and while the 
railroads lost bulky traffic, they gained 
in semimanufactured and manufac- 
tured goods traffic yielding high reve- 
nues. 


ia 1934 the Interdepartmental Board 
reported ® that in the decade 1921- 
30 the Panama canal resulted in aver- 
age freight savings of $87,800,000 per 
year. Much of this traffic, it stated, 
would never have moved between the 
coasts if it had been necessary to pay 
railroad rates, but that probably the 
canal resulted in economic develop- 
ment in the coastal areas affected which 
brought the railroads added traffic. “A 
thorough analysis of the railroads, 
which may be considered as the chief 
competitors of the canal, reveals them 
by and large as the most profitable lines 
in the country,” the board reported. 
Similarly, the board in studying the 
St. Lawrence project was encouraged 
by its findings relatingtorailway-water 
competition in the eastern region from 
1916 to 1929. It concluded that “... 
the tendency in traffic on the railroads 
of the eastern district, a number of 
which parallel the Great Lakes and are 
in direct competition with lake traffic, 
is away from the transportation of 
bulky, low-grade commodities, such as 


6 Senate Document No. 116, p. 277. 


340 





THOSE UNHARNESSED HORSES 





Obstacles to New Industry 


74 bien are obstacles to new industrial development close to St. 

Lawrence-Niagara power. A frequently mentioned one 1s 
the fact that the St. Lawrence is frozen for nearly half a year. In 
reply to this it is maintained that the Great Lakes also freeze during 
winter months, yet this does not prevent the development of indus- 
tries using Minnesota ore; and the Baltic sea harbors are frozen for 
practically a like period without destroying their importance in 

commerce.” 





timber, grain, and other farm prod- 


ucts, and towards a higher proportion 
of manufacturing and miscellaneous 
commodities, which have a greater 
value with less weight and bulk, and 
which yield a higher revenue for each 
ton-mile handled . . . The low-grade 
traffic which they may have lost to lake 
carriers has been more than compen- 
sated for by the character of the traffic 
acquired.” The board expected that 
“with the growth in industry on the 
lakes or adjacent to ports, the con- 
sumptive requirements of industrial 
workers must be met with food prod- 
ucts from neighboring agricultural 
sections, and these rural sections must 
in turn be furnished with consumers’ 
goods.” Therefore, “the development 
of power in the international section 
[of the St. Lawrence] will . . . stimu- 
late a high degree of localization of 
many branches of manufacturing in- 
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dustries,” and hence “a new and profit- 
able source of railway tonnage.” 


N short, the board’s conclusion as to 
the present project’s effect on the 
railroads was that as time goes by the 
economic activities in the waterway’s 
tributary area will be increased by the 
project’s completion and that the rail- 
roads will profit commensurately. In 
any event, however, the board’s view 
was that “the country’s general wel- 
fare will not be served by permitting 
the existing investment in one form 
of transportation to stand in the way 
of investment in an alternative method 
proved more economical for certain 
purposes... Expansion in transporta- 
tion facilities to meet an assured in- 
crease in traffic should be along the 
lines of most economical investment 


and development.” This continues to be 


7 Senate Document No. 116, pp. 282 and 298. 
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the prevalent view in official Washing- 
ton. 

The project’s effects on railways as 
a group and on individual lines which 
parallel it may be expected to differ. 
Some individual lines would certainly 
lose traffic. Others would be distinct 
gainers. How a given railway’s reve- 
nues would be affected depends on the 
extent to which traffic losses are coun- 
terbalanced by trans-shipments to and 
from lake ports, and also by the general 
stimulation to industry that is expected 
from lower transportation rates and 
cheaper power. 


bene the transportation-cost stand- 

point, the zone of influence of the 
seaway is of vast magnitude. As 
plotted by the Corps of Engineers of 
the U. S. Army in 1934, it sweeps 
roughly in a semicircle from Rouses 
Point, New York, through Kentucky, 
Colorado, and Montana, a region rich 
in manufacturing and agricultural ac- 
tivity. This zone includes over 35 per 
cent of the country’s population, 46 
per cent of its manufactures, more 
than half its crop land, farm property, 
live stock, dairy cows and egg produc- 
tion, at least 72 per cent of the swine, 
66 per cent of the butter output, etc. 
More than 40 per cent of the nation’s 
wholesale and retail trade is in the de- 
lineated region. 

The seaway project, it is note- 
worthy, is regarded as more impor- 
tant for coastwise than for foreign 
water-borne traffic. At least 80 per 
cent of the business it is expected to 
develop would be coastwise business, 
it is believed, between lake ports and 
the Atlantic, Gulf, and Pacific coasts. 
In calculating savings on domestic 
shipments, the Army Engineers re- 
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ported as typical : “$5.44 to $12.64 per 
ton [savings] on lumber from Gray’s 
Harbor, Wash., to Detroit, Mich.; 
$9.332 per ton on class 5 commodities 
from Philadelphia to Chicago ; $84.947 
per ton on automobiles from Detroit 
to Los Angeles.” With such savings 
available during more than half the 
year, the seaway is bound to divert a 
considerable amount of bulk business 
from the railways. 


< oes the projected seaway is calcu- 

lated to enable 70 per cent of the 
world’s ocean-going freight-cargo ton- 
nage to enter the lakes, export com- 
modities such as grains, meats, chemi- 
cals, minerals, and manufactures 
would tend to be attracted to the sea- 
way, and such bulky import commodi- 
ties as sugar, rubber, coffee, bananas, 
vegetable oil, kaolin, and manganese. 
Here, also, certain railways would lose 
certain types of business. However, 
when our domestic prices of commodi- 
ties like wheat are far out of line with 
world prices, American exports of 
such commodities may not be devel- 
oped by the waterway. 

It should be noted that the country 
has not reached its maximum popula- 
tion and that the volume of freight 
traffic is expected to increase as time 
passes. According to the 1934 report 
of the Interdepartmental Board, by 
1950 the “increased demands for traffic 
[throughout the country] will exceed 
the potential traffic of the seaway at 
least 10 times over.” In other words, 
there should be enough business for 
both railways and seaway. And, ac- 
cording to the seaway’s advocates, this 
has been the conclusion of every gov- 
ernmental agency which has studied 
the subject here and in Canada. 
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4 per o sum up, development of the along the international sections of the 
atay’s Great Lakes-St. Lawrence sea- Niagara and St. Lawrence rivers are 
Aich. ; way and power project would be sure bound to lower rates directly or indi- 
ities to have far-reaching economic effects. rectly in New York state, New Eng- 
4.947 During the greater part of the year the land, and the Middle Atlantic states. 
etroit seaway would offer transportation If this project is developed, it must be 
ls facilities cheap enough to attract bulk viewed as but a step—a very important 
f the commodities in the trade of a wide step—in the government’s plans for 
vert a group of present inland states with all nation-wide development of power re- 


siness 


our other coasts and with foreign 


sources. From the lower rates present 





countries. Thus the present volume and potential consumers will certainly 

and character of freight trafficthrough benefit. That existing distributors of 
salcu- individual ocean ports, and on rivers power, who are expected to distribute 
f the and railroads, will tend to be affected the new power, will be harmed in the 
send in different ways. Certain individual long run seems doubtful. Certainly, 
er interests will suffer, others will gain, from the national standpoint, the har- 
anal but the total national volume of traffic nessing of 2,000,000 tireless horses to 
tures should, if anything, be increased asthe the wheels of industry cannot be 
den waterway gets into its stride. viewed in any other way than as a 
nodi- The power developments envisaged 
anas, 
nese. 
1 lose 
ever, 
nodi- 
with 
s of 
level- 
intry 
pula- 
eight . . 
oat Conservation for the Coal Fields 
sport ¢ 9 is important to note that, while we are rich in total reserves of 
ob coal, our known supplies of high-grade coals are definitely re- 
» bY stricted, and that the best coal beds are being mined at a rapid rate. 
raffic Some of them, indeed, are well on their way to exhaustion. The anthra- 
ceed cite deposits of Pennsylvania, for example, are more than 29 per cent 

depleted. The high-quality, smokeless coals of osuthern West Virginia 

ly at in seams now considered mineable will last only about eighty-five years, 


ords at the 1929 rate of production. The life of the great Pittsburgh bed in 
: Pennsylvania, the [National Resources] Committee reports, ts limited 
| for to one hundred years by the same measurement, and Connellsville coking 
ac- coal, which contributed heavily to the development of the American iron 
toe and steel industry, probably will be sufficient for only from twenty to 
this thirty years.” 
gov- —Harotp L. Ickes, 
died U. S. Secretary of the Interior. 
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When Politicians ‘Take a Hand 
At Utility Regulation 


A state railway commissioner “intrigued” by the proposal that 

a national party platform contains a plank demanding parity of 

railroad rates shudders to think what would happen if legisla- 
tors were charged with the duty of rate making. 


By WILL M. MAUPIN 
CHAIRMAN, NEBRASKA STATE RAILWAY COMMISSION 


AM vastly intrigued by the propo- 


sition, advanced by Georgia Demo- 
crats, joined in by Louisiana and 
Arkansas Democrats, that the next 
democratic national platform contain a 
plank demanding parity of railroad 
rates. Intrigued, not because I am af- 
filiated with the democratic party— 
sometimes off the political reservation 
—but because I have had occasion to 
note what happens when politics is in- 
jected into rate-making matters. 
While elected to my present position 
on a partisan ticket, I hasten to explain 
that at no time, at no place, under no 
circumstances, have I allowed con- 
sideration of politics to influence my 
decisions. Due regard for the truth 
impels me to remark that I have but 
once had it suggested to me by any of 
the parties to a controversy that I give 
consideration to the political angle. 
But I do know that much of the mis- 
information concerning regulatory 
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bodies is handed out vociferously and 
in huge quantities by politicians who 
seek thereby to advance their own per- 
sonal interests. Unfortunately for the 
regulatory bodies, they have no time to 
take the stump to disprove this misin- 
formation, and no money to engage in 
a campaign of publicity. As a result 
the utility commissions’ records must 
speak for them; and the general public 
cannot study those records. 

As a matter of fact, legislators who 
rail loudest about the inefficiency of 
utility commissions in the protection of 
the public are usually those who know 
the least about the real work of the 
commissions. Let me cite an example: 
Nebraska has what I believe to be a 
model truck law and a model truck rate 
law. Two years ago a violent opponent 
of the Nebraska commission arose to 
his feet to discuss a minor amendment 
to that law, and in the course of his 
harangue declared that the whole truck 
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law should be thrown into the discard 
because it had already put five thou- 
sand little truckers out of business. 
When confronted with the commis- 
sion’s record to the effect that there 
had never been five thousand little 
truckers in Nebraska, his only reply 
was that “the damn commission ought 
to be abolished, anyhow.” 


AN one hearing to permit a Nebraska 
railroad to curtail freight service, 
at which hearing I presided, a protes- 
tant informed me that I had better 
deny that application or I wouldn’t get 
a vote in that territory when I came 
up for reélection. My reply to him was 
that it was a mighty good thing for 
him that a railway commissioner had 
no power to punish for contempt, 
otherwise he would be in jail as quickly 
as I could find a sheriff. Regulation of 
public utilities is already in enough of 
a snarl without turning regulation over 
to the politicians. 

I do not know exactly what my good 
friends of Georgia mean by “freight- 
rate parity.” It strikes me that what 
might be parity between two sections 
would be discrimination against other 
sections. Parity, if I understand what 
my Georgia friends mean, does not 
take into consideration difference in 
operating conditions. Owing to oper- 
ating conditions one railroad might 
haul profitably at a certain rate per 
mile, while another railroad with dif- 
ferent and more difficult operating 
conditions would lose money at the 
same rate. It is neither parity nor poli- 
tics that we need to turn to to find re- 
lief from present conditions. 

A thorough revision of rates is the 
imperative need. Imperative, too, that 
freight schedules be made to inform 
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the public, not mystify it. There are 
literally thousands of useless and con- 
fusing classifications. Why should 
grapefruit juice in cans be in a differ- 
ent classification from cans containing 
the kind of fruit from which the juice 
is extracted? The only answer I can 
give may be illustrated by a reminis- 
cence: I was a very small boy when 
the Tilden-Hayes controversy agitated 
the country. For months the result was 
in doubt. When one man asked an- 
other who had been elected President, 
the answer would be, “Damned if I 
know.” And I actually thought the 
next President would be a man named 
“Damfino.” That’s my answer to the 
question. 


H™ in Nebraska, where we com- 
pute truck tariff rates on an air- 
line basis, and have only five classifi- 
cations of freight hauled by trucks, I 
believe a majority of truckers are well 
satisfied with the situation. Evidently 
the railroads are coming to the same 
frame of mind to an appreciable de- 
gree because they have reduced the 
number of their classifications mate- 
rially. 

I may be woefully ignorant about 
tariff construction, but try as I may I 
cannot see why potatoes in sacks and 
preserved from freezing should be in a 
different classification from oranges in 
crates similarly protected, the value of 
each being approximately the same per 
bushel at the point of origin. I might 
find the answer in “parity and poli- 
tics,” but I doubt it, although I have 
always a lot of politicians in Congress, 
or delegates at a national convention of 
a political party, to fall back upon in 
case of doubt. 

Even at that, I shudder to think 
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Misinformation concerning Regulatory Bodies 


€ 


“,.. much of the misinformation concerning regulatory bodies is handed 


out vociferously and in huge quantities by politicians who seek thereby 

to advance their own personal interests. Unfortunately for the regula- 

tory bodies, they have no time to take the stump to disprove this misin- 

formation, and no money to engage in a campaign of publicity. Asa 

result, the utility commissions’ records must speak for them; and the 
general public cannot study those records.” 





what might happen to the rate-paying 
public when Senators Woosit and 
Whahas, and Representatives Howsit 
and Wasit are charged with the duty 
of rate making. Such a situation re- 
minds me of the city council that had 
before it a proposition to put a fleet of 
gondolas on the lake in the city park. 
One councilman favored buying a fleet, 
but an opposing councilman thought it 
would be more economical to buy a 
male and female gondola and let nature 
take its course. Allowing politicians to 
make rates would be just like nature 
taking its course. 


I HASTEN to admit that my several 
years of service in studying and 
applying freight rates do not qualify 
me to put up my judgment against a co- 
terie of governors or delegates to a na- 
tional political convention. 

The Nebraska commission is con- 
fronted with a rather unique problem 
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when it comes to a hearing on applied 
rates. Our chief rate expert, James Lit- 
tle, is authorized to practice before the 
Interstate Commerce Commission. So 
are other rate men of Nebraska. They 
can argue before the ICC and examine 
witnesses. But here in Nebraska the su- 
preme court has ruled that only regis- 
tered attorneys belonging to the “inte- 
grated bar” association can practice be- 
fore the Nebraska commission. 

As between some lawyers who don’t 
know a blooming thing about rates, 
and politicians who think they know all 
about them, utility regulating bodies 
would seem to be somewhere between 
the devil and the deep blue sea. The 
Nebraska Supreme Court may be able 
to punish for contempt a rate expert 
who questions witnesses before the 
Nebraska commission, but I cannot be- 
lieve the court can punish me for con- 
tempt for allowing them to do so. So 
if the experts, or others, want to prac- 
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tice before the commission and take 
their chances of going to jail, I am not 
concerned. But it only goes to show to 
what extent interference with constitu- 
tionally established utility-regulating 
bodies has grown up. Comes now a 
bunch of politicians urging a political 
plank in a national platform to further 
roil the already muddy waters of 
regulation. 


M ANY of our troubles today are the 
result of political meddling with 
public and private affairs. Being a 
Democrat—with some mental reserva- 
tions—I still believe that a sovereign 
state has some rights which the Fed- 
eral government is bound to respect. 
And one of those rights is the right of 
a sovereign state to manage its own in- 
ternal affairs regardless of orders from 
some bureaucrat down Washington 
way. I saw “Mr. Smith Goes to Wash- 


ington.” I wish there were more simi- 
lar Smiths sent to Washington. How- 
ever, I am not one of the many who 
think all politicians are crooked and all 
officeholders on the make. Taking 
them by and large they are a pretty 
fine lot of fellows, worthy of a great 
measure of confidence. But I certainly 
do not want rate making left wholly 
to politicians and Congress. Heaven 
knows rate making is in enough of_a 
mess as it is. 

If politicians will keep their hands 
off, let experienced men tackle the rate 
revision problem, and give them 
enough money to do a real job, we will 
be able to get somewhere in a reason- 
able length of time. 

Closing, I would suggest to the gen- 
eral public, too prone to listen to self- 
seeking politicians, “God defend me 
from my friends; I'll take care of my 
enemies !’’ 





War on Depression 


¢ » & appears to me that if we had less excitement about things 
generally and more quiet work to get things straightened 
around, we would probably be further ahead. But it seems today 
that in our so-called war on the depression, some of our generals 
are more in favor of writing a book about it than they are of 
really winning the war. We, in indusiry, have had some lively 
years trying to fit ourselves to some of the new thinking socially 
without losing sight of the balance sheet completely.” 
—WILLIAM S. KNUDSEN, 
President, General Motors Corporation 
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Wire and Wireless 
Communication 


N February 25th the FCC made pub- 

lic its recommendation for a merger 
of international telegraph service which 
would embrace cable and radio facilities. 
The report was made to the Senate Inter- 
state Commerce Committee in connec- 
tion with a study of the telegraph 
industry being made by a special Senate 
subcommittee. The “international” sec- 
tion of the report was supplemental to a 
similar recommendation for merger of 
domestic telegraph services made early 
in the year by the FCC to the same Sen- 
ate committee. Unlike the earlier report 
on domestic telegraph service, however, 
the commission’s recommendation on in- 
ternational wire merger was not unan- 
imous. 

A minority of the FCC, while concur- 
ring with most of the report, did not be- 
lieve that the existing situation in the 
field of international communication 
would justify the complete abandonment 
of all competition in the international 
telegraph field. The minority took the 
position that since some of the older 
cable services were admittedly becoming 
obsolete as compared with the more re- 
cently developed international radio 
service, a complete merger of all forms 
of instantaneous international communi- 
cation might result in retarding technical 
advancement. The majority of the com- 
mission thought such a combination 
would best serve national needs, pro- 
mote the national defense, and provide 
a more effective device for securing 
equitable communication arrangements 
with foreign administrations. 
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on MARIZING the commission’s report, 
Chairman Fly, in his letter of trans- 
mittal, stated in part: 


A review of the financial and operating 
status of the carriers engaged in interna- 
tional communication indicates that the 
cable carriers, although in past years having 
paid heavy returns on capital invested, are 
now in an unfavorable position. In the case 
of the cable carriers included in the Inter- 
national system, this unfavorable condition 
is aggravated by the withdrawal of large 
amounts of cash and other transfers and 
cancellations contemplated in the reorgani- 
zation plan recently approved by the United 
States District Court for the Southern Dis- 
trict of New York. Radiotelegraph car- 
riers, other than the Mackay Radio com- 
panies, are now in a generally sound financial 
condition and upon consummation of the 
aforementioned reorganization plan the con- 
dition of the Mackay Radio companies will 
be strengthened materially. 

Unlike the situation in the domestic tele- 
graph field, radiotelegraph service is a far 
more important factor in the international 
field, constituting about 30 per cent of the 
traffic in 1938. Since its advent in the inter- 
national field, radiotelegraph has proved to 
be a serious competitor of the international 
cable carriers. As a general proposition it 
may be stated that international radio com- 
munications have tended to increase con- 
tinuously while international cable communi- 
cations have progressively decreased. It is 
probable that, if cable circuits were not al- 
ready in existence, it would be difficult at 
this time to find economic justification for 
the laying of transoceanic cables for tele- 
graph communication. The cables, however, 
do possess certain advantages over radio 
communication in addition to being extreme- 
ly valuable as a stand-by or alternate service 
in the event of disruption of radio com- 
munication service. Competition in interna- 
tional communications from radiotelephone 
and air mail has, within recent years, left its 
mark on the industry. 
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WIRE AND WIRELESS COMMUNICATION 


The competitive situation in this field is 
complicated by the fact that American car- 
riers are forced to make arrangements with 
foreign countries for the handling of inter- 
national communications. These arrange- 
ments in the past seldom have been to the 
advantage of the American carriers, due to 
the monopolistic position of the foreign cor- 
respondent. This inequality of bargaining 
position is one of the more difficult prob- 
lems in the international communication 
field which the report discusses at some 
length. 


The division of the commission was 
understood to be very close. Although it 
was not formally announced, Commis- 
sioners Brown, Case, and Craven were 
reported to have favored the separation 
of the international wire and wireless 
services into two rival systems so as to 
retain some advantage of competition. 
This would leave Commissioners Walk- 
er, Payne, and Thompson siding with 
the chairman in favor of an international 
communications monopoly. 


N the initial report, which dealt with 

the domestic situation, attention was 
directed by the commission to the neces- 
sity for maintaining the American char- 
acter of communication companies by 
prohibiting the ownership or voting of 
stock by aliens, and forbidding the hold- 
ing of any managerial post by an alien. 
The international communications situa- 
tion presents the problem of necessary 
participation by aliens in the furnishing 
of service at foreign terminals. This sup- 
plemental report observed: 


From the standpoint of national defense, 
the more important elements to be consid- 
ered are the adequacy of a unified system in 
scope and service, the maintenance of all pos- 
sible alternative cable and radio routes, the 
elimination of foreign influence and owner- 
ship, the undivided loyalty of employees and 
managerial interests, and a sound financial 
structure. The attainment of these essen- 
tial objectives will be difficult, if not impos- 
sible, if the cable carriers are to be forced 
to rely on method and devices rapidly be- 
coming obsolete in competition with power- 
ful radio carriers using the latest and cheap- 
est methods of operation. 


The report continued : 


While it may not be desirable for many 
reasons to impose a specific requirement that 


no alien be retained in the employ of any 
American communication carrier, legislation 
should provide that the employment of ad- 
ditional aliens, or the retention of alien em- 
ployees be permitted only by specific authori- 
zation of this commission. This legislation 
should be enacted in any event, whether or 
not there is any modification of the prohibi- 
tion with respect to consolidation of car- 
riers. 


In stressing that competition in the in- 
ternational field differs substantially 
from competition in the domestic field, 
the report pointed out: 


In the international field the traffic to or 
from a foreign country is usually controlled 
at the foreign destination by either a gov- 
ernment or private monopoly. .. . Foreign 
administrations have been successful in ex- 
acting increasingly large proportions of the 
tolls on through traffic from the competing 
American carriers by playing one against 
the other. For example, prior to 1935 the 
RCA contract covering the direct radiotele- 
graph circuit between Japan and the United 
States provided for a 7-cent terminal 
tax to Japan, a 4-cent terminal and transit 
allowance to the American carrier for the 
first zone in the United States, and for an 
equal division of the remainder of the tolls. 
In November, 1934, Mackay Radio Company 
(California) negotiated a contract with Japan 
which provided for reducing the first zone 
terminal allowance to the American carrier 
from 4 to 2 cents and a division of the 
remainder of the tolls on the basis of two- 
thirds to the transmitting station and one- 
third to the receiving station. Upon the ex- 
piration of its contract, RCA was required, 
if it desired to continue to handle business 
with Japan, to accept the same terms as pro- 
vided for in the Mackay contract. The over- 
all effect of the new agreement was to in- 
crease substantially Japan’s proportion of the 
revenue from radiotelegraph traffic between 
the United States and Japan. In Poland, 
Belgium, Holland, and Switzerland, the 
threat of the administrations to establish 
direct radiotelegraph circuits via Mackay 
Radio forced RCA to enter into new con- 
tracts reducing its proportion of the tolls 
on radiotelegraph traffic between these coun- 
tries and the United States. 


HE report cites the incident of 1920 

when, in order to break the mo- 
nopoly of a British company and its 
domination of American communication 
with Brazil, it was necessary for a 
United States Navy destroyer to phys- 
ically prevent the landing of a cable be- 
fore arrangements could be perfected 
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for equitable treatment of American car- 
riers. 

Though, as a practical matter in for- 
eign relations, uniformity of operation 
requires application of the International 
Telegraph Regulations, neither the 
United States government nor any 
American carrier has signed these regu- 
lations. “The Western Union Telegraph 
Company and the American Telephone 
and Telegraph Company have consist- 
ently maintained an attitude of vigorous 
opposition to any increased regulation 
of the international telegraph field, such 
as might result from a formal participa- 
tion by this government in the Interna- 
tional Telegraph Regulations.” 

In the domestic section of the report 
it was noted that the present legislative 
policy permits a monopoly in the tele- 
phone field. The international supple- 
ment sees no controlling reason for the 
maintenance of a different policy for the 
overseas telegraph carriers. The com- 
mission likewise recognizes that “the in- 
terests of employees of existing carriers 
must have primary consideration in any 
consolidation of the international car- 
riers.” The Communications Act, if 
amended in accordance with the recom- 
mendations, “will include sufficient regu- 
latory authority to insure not only ade- 
quate service at reasonable rates, but also 
suitable treatment by foreign interests of 
the American carrier engaged in inter- 
national communications service.” In 
contemplating a unified radio and cable 
system, the report explained: 

Cables and radio, differing as media of 
communication, have their own peculiar ad- 
vantages and disadvantages. Cable circuits 
are comparatively free from certain forms 
of electrical interference. Cables however 
may be put out of operation completely by 
accident, through natural causes or by the 
deliberate act of a party desiring to interrupt 
communication. The opportunity to inter- 
cept messages passing over them is natural- 
ly limited to those persons having access to 
the cable itself at some point. However, in all 
instances where cables pass through terri- 
tory of intervening foreign governments, 
communications over them can be and some- 
times are subjected to interception, obstruc- 
tion, delay, or nondelivery. 

Radio is more subject to electrical inter- 
ference caused either by natural phenomena 
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or by deliberate “jamming,” i.e., creation of 
artificial electrical disturbance by a party 
seeking to interrupt the communication, Fur- 
thermore, radio communication may be in- 
tercepted readily by unauthorized persons 
unless special equipment is provided at each 
end of the circuit to provide for secrecy of 
communications. On the other hand, radio 
communication may be carried on directly 
with other foreign countries without the 
possibility of censorship or stoppage of the 
communications by intervening administra- 
tions. Without special secrecy equipment, 
communications over radio circuits are of 
necessity subject to interception and espio- 
nage by any interested person without diffi- 
culty. Radio circuits, however, have the 
distinct advantage of far greater flexibility 
in the event of disruption of service for any 
cause over any particular route. Cable cir- 
cuits are limited as to diversity of routes 
by the very nature of the facilities employed. 
In view of the characteristics of each of the 
two media, a communication service carried 
on by both cable and radio facilities is less 
likely to be partially or completely inter- 
rupted at any time than a service conducted 
by cable or radio alone. 


“The national public interest can hard- 
ly be served by a continuance of the hel- 
ter-skelter method of development with 
its lack of codrdination, its weak bargain- 
ing position, its useless duplications, and 
its failure to supply a comprehensive uni- 
fied plan of international communica- 
tions,” comments the report. “The great- 
est guaranty of an efficient, broad, and 
secure American international communi- 
cation system lies in the combination of 
a strong, thoroughly sound, and financial- 
ly successful concern operating under 
strict governmental regulations in the 
light of national needs.” 

2 ta 


B L. FisHer, president of the Lee 
eTelephone Company of Martins- 
ville, Va., and former president of the 
United States Independent Telephone 
Association (of which he is now a di- 
rector), has been granted a patent for a 
rather inexpensive device to suppress ex- 
traneous noises on telephone lines. The 
invention was designed particularly for 
grounded rural telephone lines which 
have been increasingly adversely affected 
by the expanding rural electrification 
activity throughout the nation. It can 
also be used on metallic line systems. 
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Incidentally, in its recent annual re- 
port to Congress, the Rural Electrifica- 
tion Administration reported consider- 
able progress in settling the problem of 
inductive interference with telephone 
lines. The REA has not changed its posi- 
tion that rural power co-ops should be 
exempted from bearing the expense of 
metallizing grounded telephone lines so 
as to eliminate inductive interference, 
and further than that should be exempt 
from state commission control generally. 

It pointed to state court decisions up- 
holding its position in Texas and Ar- 
kansas and pending cases in Kentucky 
and New Mexico. It also referred to the 
defeat in the legislative biennial sessions 
of 1939 of attempts to impose liability 
for eliminating telephone interference by 
statute upon the rural electrification co- 
operatives. 

However, the REA claims that its en- 
gineers have been making some progress 
in eliminating telephone interference 
through the installation of suppressing 
devices on the power lines. It was con- 
ceded, however, that in most cases it was 


necessary to metallize telephone lines 
for the distance paralleling power lines 


in order to eliminate the interference. 
* 


Pierre) Brown of the FCC 
was scheduled to hold a hearing in 
Cleveland, Ohio, on March 4th on a 
fundamental policy with respect to regu- 
lating ship-to-shore radiotelephone serv- 
ice. The hearing was set upon the com- 
mission’s own motion as the result of re- 
cent attempts by pioneering radiotele- 
phone stations in the Great Lakes area 
to be assigned frequencies of such a char- 
acter as would permit long-distance 
radiotelephone service from ships on the 
Great Lakes directly to inland and 
coastal points. Heretofore the commis- 
sion has assigned for ship-to-shore tele- 
phone service on the Great Lakes only 
such frequencies as would permit trans- 
mission for short distances with the bal- 
ance of communications messages being 
routed on land lines, either telephone or 
telegraph. It has heretofore been the 
commission’s policy to require the use of 
land lines to the fullest extent possible 
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so as to conserve the available frequen- 
cies for long-distance radiotelephone 
communications to classes of communi- 
cations which would necessarily need 
radio facilities. 

One of the radiotelephone companies 
active in the Great Lakes shipping area 
is collaterally involved in an FCC hear- 
ing on March 26th to determine whether 
the Lorain Telephone Company of 
Lorain, Ohio, is exempt as a connecting 
carrier from the full provisions of the 
Communications Act (§2(b)(2)). The 
Lorain Telephone Company, heretofore 
classified as a “B” independent telephone 
company, originally owned all the stock 
of the Lorain County Radio Corporation 
which was assigned FCC licenses and 
frequencies for the operation of Great 
Lakes radiotelephone service. During 
the last three years, however, the tele- 
phone company has endeavored to dis- 
pose of all of its holdings in the radio- 
telephone company and toward the end 
of last year claimed to be absolutely in- 
dependent of such affiliation. 

The FCC is now proceeding upon re- 
ports that the securities of the radio- 
telephone company were sold to officials 
of the telephone company, thereby creat- 
ing a condition where indirect control 
over interstate communications might 
still be exercised (under the doctrine 
laid down by the U. S. Supreme Court 
in the Rochester Telephone Corporation 
Case). 

* * * 2 

Justice Department report sug- 
gested on February 22nd that the 
Federal Communications Commission 
pursue a “courageous course” to pre- 
vent members of Congress from trying 

to influence its decisions. It stated: 
Whatever may be the case with other 
agencies, it is a widely and firmly held be- 
lief that the Federal Communications Com- 
mission has been subjected to constant ex- 
ternal pressure, particularly by members of 

Congress. 

The survey was made for a special 
committee named by former Attorney 
General Murphy to study procedure in 
Federal agencies. Headed by Dean Ache- 
son, former Under Secretary of the 
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Treasury, the committee was appointed 
after the late Senator Logan, Democrat, 
of Kentucky, had offered a bill to subject 
administrative regulations to judicial re- 
view. 

Senator King, Democrat, of Utah, 
will try to force Senate consideration of 
the Logan measure. Democratic Leader 
Barkley has suggested that it be de- 
layed until the Acheson committee can 
make its recommendations. 

The FCC report, among the first for- 
warded to the Senate, said: 

In view of the financial stake involved, it 
is not surprising that broadcasting enter- 
prises eagerly seize the constituent’s privi- 
lege of demanding favors from his legisla- 
tive representatives. 

Congressional interest in commission 
activities is strong, it added, “for it is a 
commonplace that the radio is rapidly be- 
coming the most effective electioneering 
medium. It may be that the judgment of 
no member of the commission is swayed 
by legislative lobbying. However slight 
the results of legislative interference 
may be, however, it is unquestionably a 
practice which should be discouraged.” 

. 2:8 6 

INE Wichita laundries, targets of a 

“telephone blockade” by striking 
union workers, obtained a temporary dis- 
trict court injunction on February 20th 
restraining the former employees from 
continuing the several-weeks-old block- 
ade. Laundry operators told the court 
their telephone service had been virtually 
crippled by fake calls placed by members 
of the union. Customer service had been 
“greatly impaired” and their business 
considerably reduced, they said. 

Further regulatory action affecting 
use of the telephone was recently taken 
by the police commission in Los An- 
geles, California. On recommendation 
of the Chief of Police and the Social 
Service Department, the commission 
asked the city attorney’s office to draft 
an ordinance placing professional tele- 
phone solicitation under regulation of 
the police department by a permit sys- 
tem, except where the solicitation is for 
charitable purposes. 

The Social Service Department al- 
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ready is empowered to regulate tele. 

phonic solicitation in the name of char- 

ity; but, according to the recommenda- 

tion, there are many other phases of 

soliciting by telephone subject to abuse. 
ee a 


HE Southwestern Bell Telephone 

Company will appeal to the state 
supreme court from the order of the 
state corporation commission reducing 
telephone rates in 33 cities while in- 
creasing rates in 12 cities. The com- 
mission order would have brought re- 
ductions totaling $94,755 for the 33 
cities and increases totaling $47,920 for 
the 12 cities, making a net decrease for 
the state of $46,835 annually. 

In announcing that the company 
would appeal, W. S. Miller, general 
manager, on February 23rd issued the 
following statement: 

Our revenues in Oklahoma have been 
wholly inadequate for a number of years. 
This was determined in the report of 
Judge Frank M. Bailey, special master in 
the Federal 3-judge court in Oklahoma 
City last summer in the 14-town rate case. 

For more than eight years we have 
sought from the corporation commission 
the relief to which we are entitled under 
the laws of Oklahoma. Instead of granting 
the increases we so long have needed, the 
commission’s order would cut our overall 
earnings still further. Consequently we 
have no alternative but to appeal. 

The corporation commission order 
followed a lengthy statewide investi- 


gation and hearing. 
“_ a. 


ta FCC on February 26th warned 
street railway, gas, and electric 
systems against using special emergency 
radio facilities for routine dispatching 


purposes. Such facilities, it said, are 
to be used only where “life, property, 
public safety, or essential public serv- 
ice” is in jeopardy. The warning was 
issued in connection with a restatement 
of FCC policy to the effect that radio 
frequencies will not be assigned for 
private as distinguished from public 
convenience. Reference was made to 
previous FCC refusals to authorize 2- 
way radio communication for taxicab 
fleets, for paging practicing physicians, 
and similar quasi private usage. 
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Financial News 


and 
Comment 


By OWEN ELY 


Notes on Utility Financing 


LANS for new utility financing have 
P slowed down, possibly due to fears 
that issuance of the “show cause” in- 
tegration orders, while largely dis- 
counted, might interfere with pending 
offerings. 

The $26,000,000 Kentucky Utilities 
Company financing ($20,000,000 first 4s 
of 1970 and $6,000,000 44s of 1965), 
handled by a First Boston Corporation 
syndicate, was successfully completed on 
February 29th. 

Wisconsin Electric Power Company 
(North American system) has requested 
SEC permission to issue 282,098 shares 
of 44 per cent series preferred stock and 
141,049 shares of common stock, in ex- 
change for outstanding 6 per cent pre- 
ferred stock. 

A syndicate headed by Bonbright & 
Company offered 135,000 shares of Gen- 
eral Telephone $2.50 preferred stock at 
$53.50 a share. The stock is convertible 
into two shares of common stock for 
three years, and smaller amounts there- 
after until 1950. 

The Philadelphia Company in a state- 
ment to stockholders declared that it was 
hopeful of effecting its $65,000,000 re- 
funding program “in the near future on 
advantageous terms.” According to pres- 
ent plans the new bonds will be secured 
by holdings in subsidiary companies or 
other assets, and will be convertible into 
Duquesne Light Company stock. Stock- 
holders were asked to ratify the $23,- 
000,000 write-off on traction holdings 
ney was tentatively approved by the 


_ Columbia Gas & Electric Corporation 
is planning to refund its $104,450,900 
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funded debt, which consists of three 5 
per cent debenture issues. However, the 
company may not file with the SEC until 
some action is taken on its integration 
plan, placed before the commission more 
than a year ago. Dayton Power & Light, 
an important subsidiary, recently sold 
an issue of $25,000,000 3s, and Cin- 
cinnati Gas & Electric financed several 
years ago on a 3} and 34 per cent basis. 

Narragansett Electric may issue 110,- 
000 shares of $50 par preferred stock. 

Greater supervision and restrictions 
now imposed by the SEC on holding 
company loans to subsidiaries (which 
the commission feels frequently bear 
too high interest rates) may force oper- 
ating utilities to do increased financing, 
either through bank loans or public of- 
ferings. Hearings were recently held on 
American Gas and Electric’s proposed 5 
per cent loans to subsidiaries and SEC 
counsel pointed out that, judging from 
current yields, subsidiaries could borrow 
much more cheaply elsewhere. Vice 
President Burchill of American Gas con- 
tended that allowance should be made 
for lack of a definite loan maturity. 

The SEC has taken steps to expedite 
new financing by simplifying the forms 
to be used in filing new issues, and also 
plans to eliminate hearings except where 
special issues are involved. (See page 
368.) On the other hand, the commission 
plans to tighten up still further its super- 
vision of banker-utility relations. The 
utilities division (according to Dow- 
Jones) plans to broadcast a letter to all 
utility companies, investment bankers, 
state commissions, etc., asking for sug- 
gestions as to ways of enforcing “arm’s- 
length bargaining.” 
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1940 Construction Budget 44 
Per Cent over 1939 


NQUIRIES among leading utility execu- 

tives indicate a somewhat higher con- 
struction budget for the electric utility 
industry in 1940 than the $550,000,000 
estimated by the Journal of Commerce 
(see accompanying chart) or the $600,- 
000,000 estimated by the Edison Electric 
Institute and the United States Depart- 
ment of Commerce. Based on fig- 
ures compiled for 18 important sys- 
tems, there should be a gain of about 44 
per cent this year. Last year’s expendi- 
tures are estimated at about $450,000,- 
000; and, on the basis of the indicated 
percentage gain, this year’s total outlay 
should be in the neighborhood of $650,- 
000,000. This would be the best year 
since 1930 when, in response to Mr. 
Hoover’s plea, $919,000,000 was ex- 
pended. Of the systems for which figures 
are available, 13 plan increased budgets 
over last year; 3, decreases; and 2 are 
unchanged. 

Utility executives as a rule were un- 
willing to answer the following inquiry: 


In about what proportion, in your opin. 
ion, were your actual or budgeted 1939. 
1940 expenditures increased due to a de. 
sire to codperate with administration agen. 
cies, such as the President’s National Power 
Policy Committee, in a national defense 
program for larger reserve power capacity 
and greater interconnection with other sys. 
tems? 


Technical details of the proposed east- 
ern grid system (“specifications for the 
interconnecting and coordination of elec- 
tric power capacity in war material sup- 
ply areas”) are now almost ready for 
submission to utility companies in the 
areas affected. (Preliminary plans were 
discussed with the companies in Decem- 
ber.) It may be some weeks or months 
before utility executives will be ready to 
give their final views on the specifica- 
tions. It is possible, therefore, that “grid” 
costs were only partially included (if at 
all) in 1940 construction budgets. 


y 
The “Show Cause’ Orders 


n the afternoon of February 28th, 
the SEC took its long-awaited ac- 


UTILITIES’ CAPITAL OUTLAYS TO SHOW 1940 GAIN 
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tion in issuing “show cause orders” for 
the integration of two holding company 
systems, the Electric Bond and Share 
Company and the Engineers Public 
Service Company. It was also indicated 
that similar orders affecting seven other 
holding company systems would be is- 
sued in the near future. The following 
day, the Electric Bond and Share Com- 
pany system disclosed for the first time 
its comprehensive program of corporate 
simplification and geographic integration 
designed to create three major utility sys- 
tems in the eastern, southwestern, and 
northwestern sections of the United 
States. 

The commission’s “show cause order” 
required the Electric Bond and Share 
Company system to file on or before April 
6, 1940, a statement which would explain 
the holding company system’s position 
with respect to conforming to § 11 of the 
Holding Company Act—in effect, the 
order was designed to elicit a declaration 
from the company as to what action 
would be necessary to limit operations to’ 
“a single integrated public utility sys- 
tem and to such other businesses as are 
reasonably incidental or economically 
necessary or appropriate to the opera- 
tions of such integrated public utility 
system.” 

In order to obtain permission to oper- 
ate more than one integrated system, it 
would presumably be necessary to show 
that each additional system could not be 
operated as an independent system with- 
out loss of substantial economies, and 
that the continued joint operation does 
not impair advantages of localized man- 
agement or the effectiveness of regula- 
tion. 

There is apparently nothing in the ex- 
act language of the act, however, which 
limits the first-mentioned system to one 
state or adjoining states, provided it is 
integrated and meets other provisions. 
Hence, it might be possible to set up as 
one integrated system two or more inter- 
connected groups of utilities even though 
these are separated by intervening states, 
80 as to leave only one “additional” sys- 
tem which is within a group of states ad- 
joming each other. Whether the SEC 


would be willing to make such a liberal 
interpretation remains, of course, some- 
what doubtful. 

The question also arises whether inter- 
connection must be made over the sys- 
tem’s own transmission lines, or whether 
use can be made of other systems’ lines, 
provided tie-in facilities are maintained. 

Summarizing, there seem to be three 
technical issues involved: (1) The mean- 
ing of “adjoining states” (whether this 
implies the states which adjoin a given 
or “central” state, or a larger area in 
which a number of states are connected 
in series); (2) whether the “single in- 
tegrated system” can include properties 
separated by intervening states, provid- 
ing there is interconnection; and (3) 
whether interconnection can include use 
of “foreign” transmission lines. 


¥ 


American Power & Light 
Company 


(This is the first of a series of studies 
of the principal holding companies, ana- 
lyzing their geographical problems and 
estimating the value of their security 
holdings. ) 

MERICAN Power & Light is one of 

the five major systems in the Elec- 
tric Bond and Share group. It controls 
a group of utilities operating in 14 states, 
principally west of the Mississippi, the 
territories served being largely mining 
and agricultural. The system set-up is 
simple, there being no subholding com- 
panies (except that three important op- 
erating companies control several small 
subsidiaries). American Power & Light 
owns the entire equity in all subsidiaries, 
with the exception of a very small per- 
centage in two cases. About 86 per cent 
of system revenues is obtained from 
electricity, 8 per cent from gas, and the 
balance from miscellaneous services. 
About one-third of electric revenue is 
derived from residential, and one-half 
from commercial and industrial custom- 
ers. 

System revenues for the twelve 
months ended November 30, 1939, which 
amounted to about $100,400,000, were 
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as 
distributed approximately as follows: 


Amount 
Operating Companies (Millions) 
Depreciation 


Other expenses and taxes 


Balance of income 
Other income 


Interest, pfd. div., minority 
COM FC is iis ais rae needoows 
Balance 


American Power & Light Co. 
Expenses, interest, etc. (less 
misc. income) 
Balance for preferred stock 10. 
Preferred dividend requirements .. 9. 
Balance for common stock 


2 

7 
Bs 

No. shares common 

Earned per share 


The system charge for depreciation, 
around 10 per cent of gross revenues, is 
about in line with the general average for 
all utilities. Operating company charges, 
preferred dividends, and minority equity 
(as a composite item) were covered 1.6 
times by available system earnings. Bond 
interest of American Power & Light 
(less its miscellaneous income) was cov- 
ered 1.4 times on an over-all basis, leav- 
ing a balance only slightly in excess of 
preferred dividend requirements. 


NX of December 31, 1938, book value 
in the consolidated system balance 
sheet was sufficient to cover preferred 
stocks plus back dividends, the balance 
amounting to $4.67 per share on the com- 
mon stock. However, the more conserva- 
tive way to estimate the value of Amer- 
ican Power & Light investments is to 
appraise each item (where market value 
is not available due to stock being held 
within the system) by applying an arbi- 
trary multiplier to share earnings. Bond 
values can usually be estimated if not 
available, and loans and advances to sub- 
sidiaries may be taken at book amounts. 
Based on these estimates the company’s 
loans and investments, arranged terri- 
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torially, have an estimated value as fol- 
lows: 


Est. Value 
of AP&L 
Holdings 
(Millions 
of Dollars) 
Or., Wash., Ida., Mont. 
Wash. Water Power 
Pac. Power & Light 
Northwest. Electric 
Portiand Gas & Coke 
Montana Power 


Ariz. and N. M. 
Cen. Ariz. Light & Power .. 
New Mexico Elec. Serv. .... 


Neb., Iowa, Kans., Mo. 
Nebraska Power 
Kansas: iGas @ Ble: ccd < 


Minn. and Wis. 
Minneapolis P. & L. ......... 
Superior W. Li& P: «2.0... 
Northern Power 


Texas 
Texas Public Utilities 
Texas Power & Light 
Texas Elec. Service 


Florida 
Florida Power & Light 


3 
Add net current assets (largely cash). 14.5 


Deduct funded debt at par 


Balance for pfd. stocks 
Par value of pfd. stocks 


The total estimated “liquidating value” 
of American Power & Light holdings is 
made up approximately as follows: 


Preferred stocks 
Common stocks 


$134,500,000 


Estimated coverage for the company’s 
bonds was about 315 per cent, and for 
the preferred stocks about 58 per cent, 
which is in excess of current market 
values. 

A similar calculation in Barron’s te- 
sulted in an estimated value of $69.60 
per share for the preferred stocks, com- 
pared with our estimate of $58. The dif- 
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ference appears due to use of different 
multipliers and earnings periods. 


ver two-fifths of the company’s 
O properties are in Northwest terri- 
tory, which might eventually be affected 
by government competition from the 
Bonneville and Grand Coulee dams. 
Washington Water Power has been fur- 
nishing some power to both Bonneville 
and Grand Coulee for construction pur- 
poses, but eventually (particularly if 
Grand Coulee is completed by 1943) this 
situation will be reversed. The two gov- 
ernment power developments (together 
with private power) would have a ca- 
pacity far in excess of present needs in 
the territory. (Other system properties 
in Nebraska and Texas are also threat- 
ened by potential government competi- 
tion, but less seriously than in the North- 
west. 

—_— the history of TVA and 
similar projects indicates that the Fed- 
eral government must either codperate 
with, or purchase the distributing sys- 
tems of, the private utilities, to find an 
outlet for its own power. While Ameri- 
can Power & Light security holders may 
be affected by Bonneville in the future, 
we consider it a mistake to conclude that 
such competition can be completely de- 
structive of values. 

Congress has now lost its enthusiasm 
for lending support to large power de- 
velopments, and appropriations are be- 
ing more closely scrutinized. This tend- 
ency would doubtless be strengthened 
if election results this year should “swing 
to the right.” In this case completion of 
Grand Coulee might be indefinitely de- 
ferred. 

Regarding the large investment in 
Florida (about one-quarter of American 
Power & Light’s estimated system 
value), the status of this company has 
improved in recent years; and the de- 
bentures are currently selling above par. 
While the business is somewhat depend- 
ent on fluctuations in tourist business, 
present electric rate schedules seem rea- 
sonable. We have, however, estimated 
the value of the company’s stock by us- 
ing a multiplier of only 6, which com- 
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pares with an average of 14 for large 
listed operating companies. 

American Power & Light’s system 
properties are poorly located geo- 
graphically as regards integration under 
§ 11 of the Public Utility Holding Com- 
pany Act. There are about six different 
territorial groups, which could perhaps 
be reduced to five (of which two are less 
important). Electric Bond and Share 
Company has proposed to reshuffle the 
properties of its several far-flung sys- 
tems so as to produce three new terri- 
torial groups, which would then be elec- 
trically interconnected. It is rumored 
that American Power & Light might be 
given Electric Power’s Northwest prop- 
erties (Utah Power & Light, Idaho 
Power, and Western Colorado Power), 
presumably giving up its Texas and 
Florida properties. However, this proc- 
ess of perfecting the integration of hold- 
ing companies will, perhaps, be a matter 
of years’ time; and any resulting sale or 
exchange of properties should not be 
particularly adverse to security holders. 


s at December 31, 1938, American 
Power & Light (parent company) 
held cash assets amounting to about $17,- 
000,000 as compared with current liabili- 
ties of only about $2,500,000. The con- 
solidated system balance sheet showed 
cash assets of about $35,000,000 and 
$52,000,000 current assets compared 
with about $37,000,000 current liabilities. 
Summarizing, American Power & 
Light enjoys good management, a simple 
system set-up with no subholding com- 
panies, and a strong cash position. On 
the other hand, its geographical arrange- 
ment may require considerable change to 
conform to § 11, it is somewhat vulner- 
able to government competition in the 
Northwest and some other sections, and 
there are substantial dividend arrears on 
the preferred stocks. However, the esti- 
mated value of investments in subsidi- 
aries seems to provide fairly good “cov- 
erage” (even on the basis of low 1938 
earnings ) in relation to the market values 
of the preferred stocks, which also offer 
attractive yields on the basis of current 
dividends. 
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EARNINGS STATEMENTS OF LEADING UTILITY SYSTEMS 


No.of End System Earnings per Share (a) 
Months of Last Previous Per Cent Per Cent 
Electric and Gas Included Period Period Period Increase Decrease 





American Gas & Electric 12 Dec. 31(b) $250 $2.23 
American Power & Lt. (Pfd.) .... Nov. 5.77 5.51 
American Water Works 12 Sept. 62 
Boston Edison Sept. 9.92 
Columbia Gas & Electric : 46 
Commonwealth Edison 12 : 2.40(g) 
Commonwealth & Southern (Pfd.) : 8.94 
Consolidated Edison, N. Y. 12 Ee toe 222 
Cons. Gas of Baltimore : 4.94 
Detroit Edison 1 d 7.58 
Elec. Power & Lt. (1st Pfd.) .... 2 5.63 
Engineers Public Service ae 1.55(h) 
Inter. Hydro-Elec. (Pfd.) 1 . 30(c) 10.96 
Long Island Lighting (Pfd.) E> Oe 5.62 
Middle West Gortp,.....0000s0s0e 9 SUC) 24 
National Power & Light : 

Niagara Hudson Power . 

North American Co. ...... 

Pacific Gas & Electric 

Public Service Corp. of N. J. ...... 

Southern California Edison 

Standard Gas & Elec. (Pr. Pfd.).. 

United Gas Improvement 

United Light & Power (Pfd.) 


Gas Companies 


American Light & Traction 30 : 1.45 3 
Brooklyn Union Gas 56% ; . 2.14 57 
Lone Star Gas sin ; 4 88 12 
Pacific Lighting 3.60 4.18 - 
Peoples Gas Light & Coke : 3.49(f£) 2.48(f£) 40 
United Gas Corp. (1st Pfd.) : 10.52 11.98 ne 


Telephone and Telegraph 


American Tel. & Tel. ............ Nov. 10.11 
General Telephone Sept. 1.99 
Western Union Tel. ............. Nov. 30 79 


Traction Companies 


Greyhound Corp Sept. 2.37 — 
Twin City Rapid - Dec. 499 D1.46 


Systems outside United States 


Amer. & Foreign Pwr. (Pfd.) .... Sept. 30 5.36 5.88 
Inter. Tel. & Tel. (d) Sept. 30 62 .96 


D—Deficit. 

(3 On common stock, unless otherwise indicated following name of company. 

(b) Data also available for month indicated. 

(c) Data also available for quarter indicated. 

(d) Excludes Spanish subsidiaries and Postal Telephone and Telegraph Company. 

(e) Includes earnings of General Telephone Tri Corporation and subsidiaries from August 
30, 1938 (date of acquisition). 

(£) After reservation for rate litigation. 

(g) Estimated. 

(h) Excluding loss of Puget Sound Power and Light Company. 
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What Others Think 


Is Excessive Depreciation a 
Capitalistic Frankenstein? 


n the February issue of Harper’s 

Magazine there is a disturbing analy- 
sis by the well-known American econo- 
mist, Stuart Chase, of testimony from 
the Right, as well as from the Left, 
before recent hearings of the Temporary 
National Economic Committee, more 
popularly known as the O’Mahoney com- 
mittee. Mr. Chase apparently reaches the 
conclusion that American business has 
worked itself into a state of financial 
stagnation by the simple process of be- 
ing too thrifty for its own good. 

In other words, because American 
business on the whole has cautiously built 
up more than enough reserves within its 
own organization to take care of main- 
tenance, depreciation, obsolescence, and 
any discernible program for expansion, 
so-called “new capital” has been forced 
to join the ranks of the unemployed. This 
results in an unsatisfactory situation, 
whereby we have bulging bank vaults 
and large institutional savings running 
around the streets begging for useful in- 
vestment. 

The condition is summed up in the title 
of Mr. Chase’s article: “Capital Not 
Wanted.” Mr. Chase states in part: 


For the first time, so far as I know, these 
[committee] hearings established beyond 
reasonable dispute two outstanding economic 
trends. They have been in operation for 
years, but only a few specialized students 
have been aware of them. 

The first is that American business en- 
terprises have little use for the savings of 
the public, and what use they have is de- 
clining. Going concerns increasingly find 
the money for capital improvements—plant 
and equipment—from their own savings, 
especially from the funds set aside each 
year for depreciation. 

Yet you and I and millions of others are 
Saving in the aggregate from six to eight 
billions a year—about as much as business 
saves. The combined amount is not far from 
20 per cent of the national income. We 


transfer much of our individual savings to 
insurance companies, savings banks, building 
and loan associations, trustees, to invest for 
us; or we leave them on deposit at com- 
mercial banks. In the past a large portion 
has gone into industry for new plant and 
equipment. But now industry is rolling its 
own. Where shall our savings go? When 
they do not go somewhere promptly the 
economic machine must run on part time. 
The idle money breeds idle men. 

The second major trend flows in part 
from the first. It is the decline of the in- 
vestment banker, and it is due to three 
causes. One we have noted—that many busi- 
nesses now can meet their capital needs with- 
out having to borrow. Next, when they do 
borrow they often by-pass the main capital 
markets by so-called “private placements.” 
Third, few businesses are expanding rapid- 
ly anyhow. The rate of capital expansion 
for this country—and most other countries 
—is declining. 

For these three good and sufficient rea- 
sons the investment banking business has 
shrunk to a shadow of its former self. The 
capital markets are starved for customers. 
The “money trust” and the “money power” 
are fading as a financial force. The spider- 
web charts of Wall Street are becoming 
obsolete. 


HE underlying reason for this Gét- 

terdimmerung of Wall Street, ac- 
cording to Mr. Chase, is that the Ameri- 
can industrial structure has passed 
through the formative stage of rapid ex- 
pansion and has matured. 

By way of corroboration, Mr. Chase 
reviews the testimony of Edward Stet- 
tinius, chairman of the board of United 
States Steel Corporation. He testified 
that his concern went through its entire 
technical revolution since the 1920’s, 
modernizing its plant at a cost of $1,220,- 
000,000. Practically the whole revolu- 
tion was financed internally, principally 
out of reserves for depreciation and de- 
pletion which amounted to $938,000,000. 
Incidentally, Mr. Stettinius said that the 
United States Steel Corporation uses the 
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straight-line depreciation method, based 
upon life expectancy of the various de- 
preciated property units. 

Owen D. Young, former chairman of 
the General Electric Company, took 
the stand to give a long account of the 
history of that great enterprise and the 
allied Electric Bond and Share Com- 
pany. He testified that “the General 
Electric has built its capital largely out 
of undistributed profits.” He gave the 
figures for the sixty years since its in- 
ception as follows: 

Earnings retained in the business $192,000,000 
2,000,000 


Cash investment (outside sources) 92,000,00 
Property exchanged for common stock .. 38,000,000 


Total investment $322,000,000 


He further stated in reply to a ques- 
tion from Commissioner Henderson of 
the SEC, that General Electric in the 
near future will not be needing new 
financing from outside savings. 


LFRED P. Sloan, Jr., chairman of the 
board of General Motors, had a 
similar story to tell. He stated that Gen- 
eral Motors is virtually a self-contained 
unit in the sense that it has no need to 
go to the public markets for new financ- 
ing. It is able to take care of any dis- 
cernible needs for plant expansion, even 
though the national income should rise 
to $80,000,000,000. Furthermore, the 
equipment which General Motors is re- 
placing today is allowing a greater out- 
put, dollar for dollar invested, than simi- 
lar equipment installed fifteen years ago. 
How did these great organizations ac- 
cumulate such large reserves that they 
have become virtually self-contained 
economic units? Obviously, it could not 
be a plot of the management, since man- 
agement over the long run likes to turn 
back as much profit as possible to stock- 
holders. In the case of regulated utilities, 
it could hardly be a design of the regula- 
tory commissions, since every dollar un- 
necessarily diverted to depreciation re- 
serve is a dollar that might otherwise be- 
come available as a basis for further rate 
reductions. Anyway, the situation seems 
to be just as prevalent among nonregu- 
lated industries as among utilities. 
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Mr. Chase gives three main reasons 
for the failure of American business ty 
require new capital: Retained profits 
(which are plowed back into the busi. 
ness), depletion, and depreciation. And 
the greatest of these apparently is depre. 
ciation. Here again, the author finds no 
single party or group of parties respon- 
sible—but rather a system. It is the sys. 
tem of depreciation practice which we 
have been following and making more 
and more conservative for the last three 
or four decades. Around the turn of the 
century, depreciation was recognized as 
a fact, but its accounting was often a 
sketchy affair. Then the accountants 
moved in on industry generally ; and, in 
the interest of what seemed conservative 
financing, imposed upon American busi- 
ness the habit of systematic overdepre- 
ciation. Mr. Chase says on this point: 


Thus it is clear—and as an accountant for 
many years [ had occasion to learn it—that 
while depreciation has been admirably 
systematized on the records, it is a long way 
from the physical facts. Meanwhile the 
records consistently and deliberately over- 
state the physical facts. ... In all my years 
of practice I never underdepreciated any- 
thing—whether mill building, gas tank, print- 
ing press, or tycoon’s circassian walnut 
desk. No executive ever encouraged me to 
underdepreciate. It was, and is, bad form 
to underdepreciate. It simply isn’t done. The 
records must gallop ahead of moth and rust 
—far ahead. This is sound, conservative, 
universal accounting practice. 

And what’s the result? The result is that, 
in due time, every going business has more 
funds on hand than are needed to replace, 
unit for unit, assets which are wearing out. 
And the result of that is that solvent con- 
cerns do not often need to go, cap in hand, 
to Wall Street to borrow money for the 
expansion of their plants. They already have 
funds in their depreciation reserve accounts. 
This does not hold for new companies, 
whose reserves are necessarily small, or for 
all matured companies. But it holds for so 
many of them that the gross effect on the 
American economy is now tremendous. 
American business concerns as a group ten 
to live on their accumulated fat, like a bear 
in his winter cave. 


M* Chase does not give any specific 
remedy for this state of affairs. 
He cites the testimony before the O’Ma- 
honey committee of Dr. Oscar L. Alt 
man, of Ohio State University, who sug- 
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The Knoxville Journal 


STEPPING STONES TO PROSPERITY 


gests three rather vague alternatives: (1) 
The possibility of developing a series of 
new industries requiring capital; (2) a 
shifting of national savings into housing 
and public investment “where deprecia- 
tion reserves are not so massive”; (3) a 
decline in the ratio of savings to national 
income—more consumers goods with 
relatively less capital goods. Ill this 
sounds like a contradiction of the old 
fable of the grasshopper and the ant. It 
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suggests that the grasshopper’s policy 
might be smart economy, while the atti- 
tude of the ant might tend toward eco- 
nomic strangulation. 

But The New York Times editorially 
found a flaw in Mr. Chase’s analysis and 
stated its point as follows: 

Now as the truth regarding American in- 
dustry’s need for capital is exactly the con- 
trary of what Mr. Chase believes it to be, 
it is important to notice the fallacies under- 
lying his argument. He begins by implying 


MAR. 14, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


that the figures which accountants of in- 
dividual manufacturing firms put into their 
“reserves for depreciation” necessarily repre- 
sent real net savings which exist in cash or 
other liquid form and can readily be spent 
for new machinery and plants. This may 
sometimes be true. If a firm reports net 
earnings of $100,000, for example, and $50,- 
000 set aside for depreciation, it may mean 
that it has really earned $150,000 in cash 
that year before depreciation and that the 
extra $50,000 has been put aside in liquid 
form ready to be spent when needed to re- 
place worn-out machinery. 

But what of the depreciation account of a 
firm which reports net losses of $100,000 
and puts $50,000 to depreciation? This $50,- 
000 does not represent either net savings 
by the firm or a net addition to the national 
savings. It is not a saving at all; it is merely 
a bookkeeping item. We cannot add these 
bookkeeping items together for all firms and 
get a total representing a fund ready to be 
reinvested when needed in new plant and 
equipment. 


fees Times reminds us that more cor- 
porations lose money than earn it. 
In 1936, for example, while 189,000 cor- 
porations reported a profit to the gov- 
ernment, 227,000 reported a loss. Dr. 
Willard L. Thorp, well-known Ameri- 
can economist, also testified before the 
O’Mahoney committee that a fifth of all 
business concerns in this country fail an- 
nually. In short, American business has 
not found any secret for automatic suc- 
cess or automatic self-financing, and is 
not likely to find it merely through a 
method of bookkeeping. The Times edi- 
torial concluded : 


Mr. Chase falls into other statistical falla- 
cies, but still more important are his broader 
errors of reasoning. He cites the examples 
of specially selected and eminently success- 
ful firms, like General Electric and General 
Motors, as if they were typical of all in- 
dustry. He implies that “maturity” for in- 
dividual firms or industries indicates “ma- 
turity” for our whole economy. Above all, 
he rests his argument on the way established 
firms are meeting their capital needs and 
says nothing whatever about how new ven- 
tures are to meet such needs. Yet it is pre- 
cisely upon a constant stream of new ven- 
tures that the growth and progress of Ameri- 
can economy depends. There is peculiar 
irony that in constantly overlooking the need 
for new venture capital, many of the so- 
called progressives in our day have become 
the apologists of stagnation. 


This drew fire from none other than 
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the editor of Harper's Magazine, Lee F. 
Hartman, who undertook to defend Mr, 
Chase’s article in a letter to the news- 
paper, which was in part as follows: 


Does the Times mean that the deprecia- 
tion reserves of American industry are not 
normally available because industry js 
chronically bankrupt? Whoever wrote the 
editorial has not read many balance sheets, 
or he would not have fallen into such extra- 
ordinary confusion. The Times apparently 
takes the position that reserves for depre- 
ciation are either lost when a company 
finishes a single year in the red, or that they 
cannot be drawn on when a profit is made. 
Therefore such reserves do not provide 
funds for buying a new machine when the 
old one wears out. If this is true, then 10- 
000 accountants have been wasting their 
time for a generation, business men have 
been taking new machinery out of silk hats 
like rabbits, and the entire Internal Revenue 
Bureau should be in jail. For what purpose 
is a depreciation reserve? To blow soap 
bubbles with? 

To prove its point that reserves are nor- 
mally useless for plant replacement, the 
Times says that in 1936 more corporations 
lost money than made it. This evidence is in- 
competent for two reasons. Unless the cor- 
porations reporting losses become bankrupt, 
their reserves continue intact until such 
time as they make money again and wish to 
renew their plant facilities. 

Secondly, the number of companies mak- 
ing or losing money tells us nothing about 
the net performance of all concerns. To 
strike the net corporate profit or loss, we 
must know how many dollars the loss group 
lost and the gain group gained. The Times 
cannot afford to show such statistical 
naiveté in its editorial columns. The big 
companies tend to be in the profit group and 
the little fly-by-nights in the loss group. In 
1936 there was a net corporate profit; in 
1932 a net corporate loss. 


By way of rebuttal, the Times edi- 
torially took issue with this communica- 
tion, stating: 


Mr. Hartman denies that Mr. Chase 
makes the tacit assumption that reserves 
for depreciation must exist in cash or liquid 
form. But in that case how can they be 
used, for example, “to buy a new battery 
of presses”? What becomes of Mr. Chase's 
whole argument that if you add up all the 
write-offs of different companies for depre- 
ciation, you get a total fund out of which 
industry can finance its own purchases of re- 
placements? 


eB Times further insisted that when 
the losses of a company exceed 
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what it writes off for depreciation, then 
—even if it should set aside a special 
cash reserve for depreciation—the write- 
off or reserve “does not represent net 
savings by the firm or a net addition to 
the national savings.” As to Mr. Hart- 
man’s objection that net corporate profit 
or loss of all concerns is more important 
than the mere number of concerns that 
make or lose money, the Times observed 
that in 1932 the net profit of corporations 
that made money was only $2,153,000,- 
000, while the net deficit of corporations 
that lost money was $7,797,000,000. This 
left a net deficit of $5,644,000,000. 

Furthermore, these companies weak- 
ened their cash position further by pay- 
ing out $3,886,000,000 in dividends. 
They wrote off, it is true, a total of $3,- 
940,000,000 for depreciation and deple- 
tion; but even if this write-off was all 
represented by cash or liquid reserves 
(which it certainly was not), the total 
result was not a gain but a reduction of 
the consumption of the national capital. 
Even in 1934, 1935, and 1936, all cor- 
porations considered as a unit paid out 
more in cash dividends than they earned 
in net profit. 

The Times editorial concluded with 
this statement : 


It is essential that such losses or offsets be 
considered in any attempt to learn what 
the total depreciation account of corpora- 
tions might mean in terms of net capital re- 
placement in the country as a whole. Mr. 
Chase did not consider them. 

The record does not show that only “the 
little fly-by-nights” tend to get into the loss 
group. An impressive list of big corpora- 
tions lost money during the depression, from 
United States Steel down. In 1932, 782 cor- 
porations showed losses of more than $1,- 
000,000 each. Their losses amounted to more 


than 40 per cent of the total corporate 

losses shown. 

While the majority of us may not 
agree entirely with the defeatist attitude 
suggested by Mr. Chase—to the general 
effect that American business has treated 
itself a little too well and must now 
suffer from gangrenous stoppage of 
financial circulation—it must be con- 
ceded that the record made before the 
O’Mahoney committee does indicate that 
we may have been going in too strong 
for depreciation during the last decade 
or so. Of course, depreciation, as the 
Times editorial observed, is, in the final 
analysis, only a bookkeeping item and 
the reformation of an excessive depre- 
ciation practice would therefore result 
only in the correction of a method for 
distributing earnings. It would hardly 
affect earnings themselves, except in the 
case of utilities where a reduction in an- 
nual depreciation allowance might make 
more funds available for rate reductions 
and possibly a little extra liberality on 
the rate of return. 

It may be somewhat beside the point, 
but if the picture is truly as black as 
painted by Mr. Chase, old Father Time 
may eventually take care of the situa- 
tion the hard way—by repudiation or in- 
flation. For if both capital and labor re- 
main idle long enough, the mounting in- 
debtedness incurred by governmental 
social responsibilities will inevitably 
bring us to such a reduction in the pur- 
chasing power of the dollar that both the 
corporations and the holders of liquid 
savings will find their funds deteriorated 
far more thoroughly than rust or worms 
could eat away their properties. 





The New York Commission Reports Progress 


fk public service commission of 
New York recently released its an- 
nual report to Governor Lehman and the 
state legislature. While this is hardly an 
unusual event in view of the fact that 
most state regulatory commissions make 
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annual reports on their activities, the 
New York document went much further 
than the usual report. This is shown in 
the title: “A Decade of Utility Regula- 
tion in New York State, 1930-1940.” 
First of all, there is the controversial 
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question of whether a state commission 
should be a purely impartial tribunal sit- 
ting on a bench in judicial robes to hear 
whatever cases may be prepared for pres- 
entation, or whether it should aggressive- 
ly espouse the cause of the utility con- 
sumers. This issue was more or less re- 
solved in the state of New York some 
years ago when the then governor, 
Franklin D. Roosevelt, vetoed a bill to 
create the office of people’s counsel—a 
sort of specialized district attorney who 
would have the job of prosecuting utility 
cases on behalf of utility consumers. 
Governor Roosevelt thought this was a 
job which the commission should do it- 
self and the New York commission has 
tried to do that very thing ever since. 

In its 1939 report the New York com- 
mission declared that its policy of pre- 
senting a complete case on behalf of con- 
sumers unable to argue their own side 
has had a “far-reaching” effect on utility 
regulation in the state. The report 
stated : 

The utilities with their well-trained staffs 
and large resources no longer enjoy the ad- 
vantage they had in former years over the 
unorganized and inarticulate consumers. 
While recognizing the principle that the 
commission must base its determination 
upon the facts as shown by the record in 
each case and that it must act impartially, 
the commission decided, however, that it was 
also its duty to see that cases were fully 
presented and that where consumers indi- 
vidually or collectively were not able to pre- 
sent the public side, it was the duty of the 
commission to see that this void was filled. 


HE report disclosed that many cases 
had been brought before it in which 
the consumers, even including some large 
municipalities, had not been able finan- 
cially to present their side of the argu- 
ment. The commission took the position 
that there was nothing inconsistent in its 
policy of aiding the consumers to present 
their cases. The report asserted the com- 
mission “has ample justification for its 
departure from the concept of aloofness 
in disputes between the public and the 
utilities.” 
Before 1930, the commission said, ac- 
tivities of its legal experts were confined 
chiefly to opinions on legal questions and 
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to litigation in which the commission was 
compelled to take part. It said that ap. 
parently the legal staff then adhered to 
the theory that it was not within the 
province of the commission to champion 
the cause of either the utilities or the pub. 
lic or to see that the public side of every 
question was adequately presented. 
Declaring that under such a policy the 
utilities enjoyed a marked advantage and 
that the public was seldom so well 
equipped, the report said the burden of 
fighting the public’s battles before the 
commission nearly always rested on the 
municipalities. The report charged that 
some utilities had attempted for years, in 
proceedings both before the commission 
and in court litigation, to discredit the 
commission’s experts and to overthrow 
its decisions. The document added: 
This litigious tendency continued until 
near the close of 1936, when there was a 
manifest tendency to eliminate litigation, 
and since then there has been a noticeable 
decrease in litigation. Perhaps a reason for 
the changed attitude is that the commission 
has won a very large percentage of its 
cases, 


The report claimed that no rate case 
carried to the state court of appeals bya 
utility ever had been decided against the 
commission. 


Hs brought up the point of regula- 
tion by negotiation rather than liti- 
gation. Stressing the former procedure, 
the New York commission claims to 
have saved utility consumers of the Em- 
pire state $4,828,000 in 1939 through rate 
reductions of various utilities. In 1938 
the reductions were $3,333,000 and in the 
last ten years it was estimated on a 
cumulative basis that utility rate reduc- 
tions in New York state have had the ef- 
fect of saving utility consumers about 
$300,000,000. ; 
The commission report emphasized 
this “round-table” feature of its in- 
formal procedure as follows: 

The results obtained by negotiation dem- 
onstrate the effectiveness of this method of 
scaling down utility rates. It proves that it 
is not necessary in all cases to plunge head- 
long into costly formal proceedings which 
take years to complete.” 
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The Knoxville Journal 


OH, LOOK WHO’S FIRST TO VOLUNTEER! 


The commission reiterated the warn- 
ing made in its recent decision increasing 
gas and electric rates in Rochester, N. Y., 
to the effect that “the heavier the tax 
burden becomes upon the utilities, the 
more difficult it is to obtain rate reduc- 
tions.” It observed further that in every 
case before the commission in recent 
years it has been shown repeatedly that 
if taxes had been no heavier than they 


were five years before utility rates could 
be reduced far more than the commission 
had ordered. 

With respect to municipally owned 
utilities, the report stated: 

One of the significant developments in the 
regulation of municipal electric utilities in 
recent years is the fact that the plants which 
have the lowest rates have shown as high 
earnings as those with very high rates, and 
that in several cases repeated reductions in 
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rates have failed to show more than a very 
temporary reduction in earnings. It appears, 
therefore, that the municipalities which have 
held rates up for the purpose of obtaining 
higher revenues which could be used for 
general municipal purposes have been short- 
sighted. 


N the subject of valuation the com- 
mission claims that during the last 
decade approximately $224,000,000 has 
been eliminated from the fixed capital 
accounts of New York state gas, electric, 
water, and steam utilities. The report 
observed : 

The significance of these capital write- 
downs is that the amounts eliminated will 
never again figure in the establishment of 
rate bases for the purpose of rate fixation. 
In other words, consumers in the future will 
not be asked to pay a return on the amounts 
erased from company books. 


The write-downs of nearly $224,000,- 
000 in the last ten years compare with 
corresponding write-downs of less than 
$20,000,000 in the ten years preceding 
1930. Capital eliminations during the 
period from 1930 to the end of 1939 
amounted to $224,153,410 and the up- 
ward adjustments during the period 
amounted to $478,677, which leaves a net 
decrease in utility fixed capital of $23,- 
674,733 in the last ten years. The total 
capital elimination during the period 
1921 to 1929 amounted to $21,887,959 
during which period there were fixed 
capital write-ups of $5,837,012, leaving 
a net decrease during the 1921-1929 
period amounting to $16,050,947. 

This work was accomplished through 
the adoption, after a long contest, of uni- 
form systems of accounts which require 
the utilities to establish continuing prop- 
erty records to show the original cost of 
property actually used in the public serv- 
ice. The work has been in progress 
since about the middle of 1934; and by 
the end of 1939, under the various re- 
quirements of the new accounting rules 
and under orders of the commission in 
capitalization and unification proceed- 
ings, nearly $224,000,000 had been elimi- 
nated from the fixed capital accounts of 
the utility companies. The report fur- 
ther stated : 
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The last ten years of utility regulation in 
this state show many enduring achieve. 
ments, but none surpasses in permanent 
value the work of the commission in the 
valuation of utility property under its juris. 
diction. The valuation work, especially dur- 
ing the last six years, has centered upon the 
determination of original cost, accrued de- 
preciation, and the establishment of con- 
tinuing property records. ... The long-range 
value of continuing property records will 
not be realized for some time. The time and 
expense saved in a single rate case will, in 
many cases, offset the entire cost of setting 
up the record. Expenses will be incurred 
currently in maintaining the record which 
have not been incurred before, but ultimately 
these will be compensated for by savings in 
preparing reports, operating economies, and 
substitution of information from the prop- 
erty record for special statistical and other 
studies which have been required in the past. 


INALLY, the commission reports that 

New York utility corporations have 
sought approval for more than $2,000,- 
000,000 in securities in the last decade, 
of which $1,819,000,000 was author- 
ized. In 1939 the commission authorized 
$190,785,000 in securities for utilities 
under its jurisdiction. Of this amount 
$183,194,075 was for bonds and notes, 
the balance being for common and pre- 
ferred stock. Most of the new bonds 
were, of course, for refunding purposes 
and were issued at rates of 3 or 4 per 
cent to replace securities bearing up to 64 
per cent interest. 

Utility financing has taken on a new 
significance in recent years. The report 
stated : 

As the interest of the public as consumers 
and ratepayers in the financial health of 
utilities upon which they depend for indis- 
pensable service is very real, the commission 
has introduced important changes in policy 
with respect to the control of utility capi- 
talization. The new concepts have already 
had a beneficial effect upon the financial 
status of many companies. 


Before authorizing securities, the com- 
mission investigates to determine not 
only whether the utility has complied 
basically with statutory requirements, 
but also whether the securities to be is- 
sued are properly founded in property or 
other capital assets. The commission has 
adopted the practice that from expendi- 
tures for property additions there shall 
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WHAT OTHERS THINK 


be deducted the estimated depreciation 
accrual for the period under review. 

The commission placed upon utilities 
the responsibility for the present state of 


New York law under which the commis- 
sion is without authority to compel such 
corporations to establish and maintain 
proper depreciation reserves. 





Notes on Recent Publications 


AnNUAL REPORT OF THE BONNEVILLE POWER 
ADMINISTRATION TO SECRETARY OF THE IN- 
TERIOR IcKES. Released February 4, 1940, 
Washington, D. C. 

This report claims the fulfillment of ex- 
pectations of Pacific Northwest and national 
administration leaders that the development 
of large blocks of low-cost power on the 
Columbia river would attract new indus- 
tries to that area. “The growing scarcity of 
hydro sites elsewhere in the nation is stimu- 
lating much interest in the Federal program 
on the Columbia river on the part of estab- 
lished and new electro-metallurgical and 
electro-chemical industries.” The recent ex- 
ecution of a 20-year contract with the Alumi- 
num Company of America was said to 
“mark the beginning of industrial expansion 
based on Bonneville power.” 


E.ectric Utitity Expense Ratio. A bulletin 
issued by Rates and Research Department 
of the Wisconsin Public Service Commis- 
sion. 21 pages; 10 tables. 

This study contains an analysis for the 
years 1936-38 of operating expenses (other 
than production and transmission) incurred 
by each Class A and Class B private and 
municipal electric utility. The figures are 
expressed on a per customer basis for all 
private companies. The weighted average 
per customer expense (excluding produc- 
tion and transmission) was $13.26 for 1936, 
$13.72 for 1937, and $14.28 for 1938. The 
median for the three successive years was 
$14.79, $14.85, $14.99. For all municipal 
utilities the weighted average for the three 
successive years was $9.75, $10.04, $9.90. The 
median was, respectively, $9.66, $9.03, $9.33. 
These expenses did not cover street lighting, 
governmental customers, and the cost of 
servicing other electric utilities. 

The difference in tax payments as be- 
tween municipal and private utilities is re- 
flected to some extent in the differences 
shown between the two classifications for 
per customer expense. The bulletin stressed 
the fact that the nature of the territory 
served and the character of operations by 
individual utilities are important factors 
affecting expense ratio. 


LarceE AcCUMULATION ON Urtity PRre- 
— Financial World. February 14, 


According to this article, all this backlog 
will not liquidate back dividends in cash. 
But the rising trend of earnings should fur- 
ther hasten payments—and the SEC will 
probably press for action. 


LONG-RANGE VIEW OF THE INDUSTRY’s GROSS 
AND Net Revenues. By Edwin Vennard. 
Edison Electric Institute Bulletin. January, 
1940. 


MAKING THE RAILROADS SAFE FOR CAPITAL. 
Address of Emil Schram, chairman, Recon- 
struction Finance Corporation, before the 
Transportation Club of St. Paul, St. Paul, 
Minn. January 22, 1940. 


Pusiic Utitity INTEGRATION Fears ExAc- 
— Financial World. February 7, 
1940. 


THE BurREAU OF RECLAMATION CONSTRUCTION 
Procram. Address by John C. Page, com- 
missioner, Bureau of Reclamation, before 
the Heavy Construction and Railroad Con- 
tractors Division, twenty-first annual con- 
vention of Associated General Contractors 
4 : America. Memphis, Tenn. February 


THE Prospects FoR CONTINUED ELEcTRIC RATE 
Repuctions. By W. J. Crowley. The 
Journal of Land & Public Utility Economics. 
November, 1939. 

This article constitutes a painstaking 
analysis of electric rate reduction trends by 
an official of the Public Service Company 
of Northern Illinois. Mr. Crowley’s charts 
and graphs all point to the conclusion that 
it is becoming increasingly difficult to re- 
cover net revenue lost in rate cuts, that the 
present economic outlook is likely to aggra- 
vate that condition, and that more and more 
attention must be given to how, when, and 
where rate cuts are to be made, if at all. 
Sooner or later rate reductions will have to 
come to an end; they cannot go on forever in 
the face of such trends. Each company’s 
problem must be answered, he says, in the 
light of local situations. But he thinks it 
is possible to work out a quantitative an- 
alysis that will point towards satisfactory 
solution of the rate reduction problem as an 
industrial whole. 
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TVA Tax Loss Bill 


Apesre Washington reports are to the 
effect that there is a good chance that 
the Senate will act at this session on the Norris 
bill to provide payments to states out of gross 
power receipts of the Tennessee Valley Au- 
thority in lieu of state and local tax revenues 
which have been lost as a result of TVA’s 
property acquisitions. 

A Senate agriculture subcommittee headed 
by Senator Norris began hearings on February 
23rd on the bill. The measure would authorize 
the TVA to use 10 per cent of its receipts 
from electric power sales for payments to the 
states and counties in which the TVA now 
operates. 

Passage of the legislation was considered 
of importance to the advocates of govern- 
ment electric power development since it would 
tend to eliminate some of the opposition which 
has developed in Congress as a result of state 
and local tax revenue losses growing out of 
Federal project expansion. 

James P. Pope, TVA director, told the 
Knoxville Optimist Club, which recently met 
at Knoxville, that passage by Congress of the 
Norris-Sparkman tax replacement bill would 
authorize the TVA to “pay its fair share of 
tax replacement.” He stated: 

“Both the wholesale and retail rates of TVA 
electricity include a tax equivalent and the 
consumers are paying it. Every time a retail 
bill is paid, a part of it is collected by the city 
or cooperative for taxes; and every time a 
wholesale bill is paid, a part of it goes to the 
TVA for this tax equivalent. 

“So far as I know, all the people of these 
states and the TVA desire the authority be 
given power to pay its fair share of tax re- 
placement. Now it does not have this power. 
Although it has collected the tax equivalent 
on the wholesale properties, it cannot pay it 
over to the local taxing units. If Congress 
should fail to extend this power to the TVA, 
serious distress would be created in certain 
states.” 


SEC May Simplify Procedure 


Fg a by-product of the impending utility 
integration proceedings, the Securities 
and Exchange Commission may simplify the 
process through which utility companies must 
go to obtain official approval of their new 
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security offerings, it was reported recently, 

The simplification would take the form of 
doing away with the SEC practice of holding 
hearings on all proposed utility security issues, 
Elimination of these hearings would benefit 
utility executives and investment bankers who, 
under the present SEC routine, must go to 
Washington to testify on any financings with 
which they are connected. 


Associated Receivers 


F EDERAL District Judge Leibell on March Ist 
ended much controversial speculation over 
the appointment of receivers for the Associ- 
ated Gas & Electric system, which is under- 
going reorganization under the Federal Bank- 
ruptcy Act. He selected Walter H. Pollak, 
well-known New York attorney, as receiver 
for the top holding company, Willard L. 
Thorp, well-known New York city economist, 
and Denis J. Driscoll, chairman of the Penn- 
sylvania Public Utility Commission, as re- 
ceivers for the Associated Gas & Electric 
Corporation. 

The transition of Chairman Driscoll of the 
Pennsylvania commission was expected to give 
Governor James of that state an opportunity to 
make a third appointment, which would re- 
sult in a majority of Republican members on 
the Pennsylvania utility board. 


Bonneville Signs Contract 


| bytoxase power from Bonneville has at- 
tracted another industry to the Columbia 
river. The Sierra Iron Company, a Nevada 
corporation with California financing, followed 
Aluminum Company of America to Van- 
couver, Wash., by recently signing Bonneville’s 
second large industrial contract. 

D. H. Botchford of Los Angeles, president 
of the company, and Bonneville Administrator 
Paul J. Raver signed a 20-year agreement call- 
ing for delivery of successive blocks of Bonne- 
ville power up to 6,000 kilowatts during next 
year and contemplated delivery of 30,000 kilo- 
watts within two years. 

Agreement on legislation (S. 2375) to place 
the Bonneville Administration under the In- 
terior Department’s direction and extending 
to 1942 a reservation for public use of the 
electricity generated by the power project was 
reached on February 22nd by Senate and 
House conferees. 
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The conferees struck out an amendment by 
Senator Lewis B. Schwellenbach, Democrat, 
Washington, setting working hours of em- 
ployees at forty a week. They approved em- 
ployment of an assistant administrator, a chief 
engineer, and a general counsel at salaries of 
$7,500 a year. 

The House had eliminated the office of gen- 
eral counsel, and had reduced the salaries of 
the new officials from $9,000 to $7,500. 


SEC Starts “Integration” 


7° Securities and Exchange Commission 
on February 28th started the long-awaited 
program of corporate simplification and geo- 


graphical integration under the “death sen- 
tence” provision of the Holding Company Act 
by ordering two utility holding company sys- 
tems to show cause why they should not be 
reorganized pursuant to the law. 

In starting the largest corporate unscram- 
bling program in the country’s history, in- 
volving aggregate assets of more than $14,000,- 
000,000, the SEC issued this statement: 

“The proceedings instituted today are in no 
sense punitive or prosecutory.” 

Electric Bond and Share Company, the larg- 
est of the nine major holding company systems 
selected for the procedure, and Engineers 
Public Service Company, the smallest of the 
nine major companies, were cited. 


California 


Power Inquiry Voted 


N extensive survey and investigation of 
A the Los Angeles Department of Water 
and Power was approved by the city council 
on February 15th by a vote of 9 to 3, empower- 
ing the firm of Ford, Bacon & Davis of New 
York city to start the work within ten days. 

Before the vote was taken the council in- 
dulged in a lengthy and bitter argument, in 
which the opposition contended that the sur- 
vey was too costly, would not be effective, and 
probably was aimed at a political goal. Mayor 
Bowron and his administration vigorously 
supported the investigation. 

Councilman Edward L. Thrasher, who voted 
against approving the contract, submitted the 
contract to a searching scrutiny and objected 
particularly to a clause making the reports 
confidential to the water and power commis- 
sion. Commissioner W. R. Fawcett, who de- 
fended the contract to the council, said the 
reports would be made available to the council. 

The contract restricts the cost to $75,000, 
but Fawcett said the commission hopes the 
work can be completed for less. The contract 
provides that the company will examine into 
methods of operation, existing conditions and 
future requirements, promotion and new busi- 
ness, personnel, office methods, overlapping of 
authority and possible centralization, policies 
and related matters. 


May Buy Bus Line 


Me F, A. Homan of Fresno conferred 
Yt with members of the state railroad com- 
mission last month on procedure necessary for 
municipal acquisition of the city’s motor bus 
system or to create a new municipal service. 
His conference was the outgrowth of a dis- 
cussion at a city commission meeting recently 
at which the service provided by the Fresno 
City Lines, Inc., successor of the Fresno Trac- 


tion Company’s electric lines, came in for se- 
vere criticism. 

Legislative Commissioner Rankin, chief ad- 
ministration critic of the present service, urged 
that immediate steps be taken to acquire the 
present system or to set up a competing mu- 
nicipal bus service. He asserted he had no 
confidence in the bus corporation’s ability or 
willingness to provide adequate service. 

Homan said he would ask the state commis- 
sion to assist the city in a survey to provide 
complete data on transportation requirements 
of the city and costs of setting up and oper- 
ating a municipal bus service. 


Makes Power Offer 


A B. WEst, president of the Nevada-Cali- 
e fornia Electric Corporation, on Febru- 
ary 13th presented directors of the Imperial 
Irrigation District a proposal for exchange of 
power between the district and the company, to 
be put into effect at the corporation’s expense. 

The offer was referred to the district’s engi- 
neering department for study and recom- 
mendation. 

West also submitted a letter in which he 
stated the corporation had been informed engi- 
neers for the district estimate that by June the 
district’s Diesel plant at Brawley will be serv- 
ing nearly its safe maximum capacity and that 
the district now is proposing to purchase an 
additional 2,500-kilowatt Diesel engine. 

The corporation’s offer was designed, West 
said, to eliminate necessity of the expenditure 
of about $250,000 for the Diesel plant exten- 
sion, which, he said, would not be needed by 
the district when All-American canal power 
is brought in. West said he was interested in 
helping farmers meet their tax burdens. 

The corporation proposes to connect its 
distribution system with that of the district 
and, pending All-American canal power, to 
supply the power demands of the district at 
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2t mills per kilowatt hour except during hours 
of peak demand, when the corporation would 
not be obliged to sell in excess of 2,500 kilo- 
watts. 

The corporation also would supply stand-by 
power for the next five or twenty years, as 
the district might elect, at 24 mills, provided 
the district would supply stand-by power to 
the corporation at the same price of 24 mills 
if generated at canal plants, or of 4 mills if 
generated at the Diesel plant. 


Board Passes Budget 


HE public utilities commission of San 
Francisco recently dodged ali discussion 
of the street car controversy, but in a meeting 
which lasted only eight minutes approved a 
budget of $20,138,085 for the coming year. 


No mention of the municipal railway “sabo- 
tage” row was made in the brief open meeting, 
but it was understood that the commissioners 
had discussed the matter behind closed doors 
before they appeared in the meeting room. 

The board of supervisors subsequently 
adopted a resolution criticizing the assertedly 
high-handed policies of the utilities commis- 
sion. The resolution, introduced jointly by 
Supervisors John F. McGowan and Dewey [, 
Mead, called upon the commission to investi- 
gate conditions of the municipal railway and 
submit a report within thirty days containing 
“definite recommendations” for improvement, 
Protests of citizens apparently have been re- 
peatedly ignored by the commission, said the 
resolution, declaring it was time for the com- 
mission to consider the interests of taxpayers 
and street car patrons. 


Kentucky 


Purchase Bill Amendments 


Fg mse yoipe designed to “remove all objec- 
tions” to the bill which would enable the 
city to buy the Louisville Gas & Electric Com- 
pany were prepared recently and would be sent 
to the state general assembly, Mayor Joseph 
D. Scholtz said. 

The amendments, which were scrutinized by 
R. L. Mitchell of the firm of Massalich & 
Mitchell, New York attorneys, would provide: 

1. A mandatory referendum whereby the 
voters would say whether or not the company 
would be purchased. 

2. That the company, under municipal con- 
trol, be permitted to make payments to the 
city, county, and state in lieu of taxes “for 
services rendered.” 

3. That holders of preferred stock be paid 
$115 for their stock instead of par, or $100 a 
share. 

There are approximately 16,000 holders of 
the preferred in Louisville. The mayor said 
the concession to holders of the stock would 
not mean that an exorbitant price would be 
paid, but that common stock would receive 
less. Holding companies, he said, hold more 
than half of the company’s common. 


Power Rates Reduced 


 * aps reductions aggregating $75,000 annually 
to customers of the Kentucky-Tennessee 
Light & Power Company were announced re- 
cently by the state public service commission. 
The reduction, set for April 1st, will affect 
electric consumers in Frankfort, Bowling 
Green, Hopkinsville, Mayfield, and a number 
of towns in the vicinity of those cities. 

At Bowling Green, H. V. Armstrong, presi- 
dent of the utility, which is a subsidiary of 
the Associated Gas & Electric Company, said 


MAR. 14, 1940 


the new rate schedule had not been completed, 
but estimated a saving of around 8 per cent 
for domestic consumers, “with the reduction 
on commercial rates even more.” 

The reduction was said to have followed 
conferences between Armstrong and state 
commission members. 


Face Power Choice 
Mx Pierce E. Lackey told the Paducah 


board of city commissioners recently 
that the city soon would have to decide be- 
tween drafting a new power franchise ordi- 
nance and operating its own plant. The fran- 
chise now held by the Kentucky Utilities 
Company expires April Ist. 

The mayor, a municipal ownership advocate, 
told the board members he would circulate a 
petition to gain a referendum on the question 
of city acquisition of the power plant at the 
November election if a franchise ordinance is 
not enacted. 

Four unsuccessful attempts have been made 
in the past three years by previous adminis- 
trations to sell the Kentucky Utilities Com- 
pany a new electric franchise. The present 
mayor blocked sale of a new franchise to the 
Kentucky Utilities a year ago through a 
referendum. Voters were nearly 4 to 1 against 
sale of the franchise under provisions of an 
ordinance enacted by the last administration. 


Court Orders Refunds 


bee state court of appeals on February 23rd 
ordered the Union Light, Heat & Power 
Company to make refunds to Covington con- 
sumers on natural gas used from January 10, 
1932, to August 4, 1935. The refund is to be 
the “same proportion of their (consumers’) 
previously paid gas bills as was refunded to 
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Cincinnati consumers of the same quantity of 


a? 

The decision, affirming Kenton Circuit 
Court, noted that the refund to Cincinnatians 
totaled $2,000,000. The court said the com- 
pany’s franchise to furnish gas in Covington 
established a rate schedule like that in Cin- 
cinnati and stipulated that if the Cincinnati 
rates were lowered the Covington rates should 
follow them. 


The opinion, by Judge Henry J. Tilford, 
said one of the company’s contentions was 
that its Covington franchise contained no 
agreement to pay refunds. It further con- 
tended the amount of the refund to Cincinnati 
consumers “was not determined by the estab- 
lishment of a proper rate for comparison with 
the former Cincinnati rate” but by a “com- 
promise” agreement. The suit was filed by the 
city for itself and gas consumers. 


Maryland 


Rate Cut Announced 


T= state public service commission re- 
cently announced a reduction in electric 


rates for customers of the Potomac Edison 
Company of western Maryland amounting to 
$115,000 a year. The new rates will become 
effective March 31st. 


B 
Michigan 


Utilities Tax Upheld 


Tz 1939 legislative amendment requiring 
cities operating electric, gas, or steam 
heating plants to pay the 3 per cent state sales 
tax on all their retail sales was upheld recently 
by the state supreme court. The amendment 
does not apply to municipal water systems. 

Bay City and 17 other cities and villages 
challenged the amendment, claiming their utili- 
ties are operated for service, not profit. The 
court’s decision said: 


“Such ventures are business activities, 


rather than governmental functions, even if 
not operated for profit. The legislature sought 
to protect private industry by keeping it, so 
far as taxation is concerned, on a par with 
competing municipally owned utilities.” 

In a separate opinion, Justices Howard 
Wiest and Thomas F. McAllister agreed in 
the main with the majority opinion but chal- 
lenged the state’s right to require cities to take 
out the $1 a year sales tax license. The ma- 
jority opinion held the fee was merely inci- 
dental to collection of the tax and did not 
constitute the state licensing cities. 


M ISsissipp1 


Utility Probe Voted 


A “THOROUGH investigation” of the financial 
structure, earning power, and other re- 
lated activities of public service corporations 
and utilities domiciled in Mississippi was or- 
dered on February 13th by the state house of 
representatives. 

The order was made on adoption of a reso- 
lution offered by Representative Jesse Shanks 
of Lamar and thirty-six associates, most of 
them administration supporters, on the grounds 
that there now “exists an immediate and ur- 


gent necessity to find new sources of revenue 
to finance the benevolent and humanitarian 
program sponsored by the administration.” 

The state legislature, it was declared, is 
“without definite information or positive 
knowledge concerning the financial status or 
earning capacity of its public service corpo- 
rations and allied utilities.” 

The measure was attacked immediately by 
Representatives J. T. Brown of Hinds, Walter 
Sillers of Bolivar, and others. Brown stated 
all the information desired could be obtained 
from the state tax commission. 


Be 
Nebraska 


franchise at York was upheld by the eighth 
U. S. Circuit Court of Appeals. The decision 
affirmed a lower court’s ruling in an ouster 
suit filed against the utility by the city, which 


Power Company Winner 


T= Iowa-Nebraska Light & Power Com- 
pany’s contention that it has a perpetual 
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claimed an ordinance granting the franchise in 
1887 was invalid. 


Power District Opposed 


BJECTIONS by the city of Lincoln, as deter- 

mined by its council, to the formation of 
Lincoln Public Power District, were filed last 
month by Clarence G. Miles with the state de- 
partment of roads and irrigation. The depart- 
ment was asked to deny prayer of petitioners 
and also to grant the city a hearing. Petitions 
were being checked to determine sufficiency, it 
was said. 

Under provisions of the state laws, it is 
shown that the city has been empowered to ex- 
tend its electric light and power plant and to 
operate beyond the municipal boundaries al- 
though this might require a charter amend- 
ment. It is the contention that the city, be- 
cause of its charter powers, is better able to 
acquire facilities of a privately owned corpo- 
ration than would be the proposed district. 

The objections specifically denied that it 
would be feasible and in conformity with con- 
venience and welfare to create the district. 
Alleged useless duplication of facilities was 
mentioned. It was the contention that it has 
always been the city’s argument that, in event 
of sale of the Iowa-Nebraska properties, it 
should, in the public interest, have prior right 
to acquire. 

Those advocating creation of the proposed 
district contended that should the district buy 
the Iowa-Nebraska Light & Power Company 
holdings, the several tax agencies of Lan- 
caster county would receive, for 1940, $96,- 
921.96 in lieu of taxes while purchase by the 
city would eliminate such revenue. 

The last legislature passed an act providing 
that whenever a power district shall purchase 
or acquire the property of an existing private- 
ly owned utility it shall annually pay out of its 
earnings a sum equal to the amount which the 
taxing authorities received as taxes during the 
year immediately preceding purchase. Ques- 
tion was raised during the legislative session 
as to enforcement of such measure. 

George I. Craven, attorney for the proposed 
public power district, in emphasizing purposes 
of the proposed district, said: 

“The purpose of organizing the Lincoln 
Power District is to prevent the sale of the 
Iowa-Nebraska to the Consumers district at 
Columbus. The directors of the Consumers 
are all directors of the hydro at Columbus. 
If the Iowa-Nebraska is offered for sale the 
Lincoln Public Power District will be ready 
to buy.” 


Districts Operate Together 


A JOINT operating agreement between the 


North Loup River and Middle Loup 
Public Power and Irrigation districts, effected 
at the suggestion of the Reconstruction 
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Finance Corporation, was announced at Grand 
Island recently by Eugene Porter, Omaha, 
field representative of RFC. The agreement 
designed to reduce the operating costs of both 
districts, was effective as of March Ist. 

Employment of J. C. James, general man. 
ager and engineer in charge of the Middle 
Loup District, to serve the North Loup River 
District in a similar capacity was the first 
step. 

The RFC owns all bonds _ outstanding 
against both districts, Porter said, and as a 
matter of conservation of collateral, the cor. 
poration hereafter intends to take an active 
interest in their management. Porter met with 
— of the North Loup district board at 

rd. 


Tri-County Files Report 


U? to December 31, 1939, a total of $27. 
859,690 construction costs had been ex- 
pended by the board of directors of the Cen- 
tral Nebraska Public Power and _ Irrigation 
District, otherwise known as Tri-County, ac- 
cording to a report filed recently with the state 
bureau of irrigation and power. The directors 
said the figures submitted covered the cost 
from 1935, when it was begun, up to the 
first of the year. November 1, 1940, is the 
date now set for entering upon operation. 

Of this total, construction costs were $20, 
668,010; lands condemned and_ purchased, 
$3,598,231 ; engineering costs, $2,086,160; legal, 
administrative, and general expenses, $532,041; 
interest during construction, $866,863. The 
latter item is considered in valuation of prop- 
erties to be a legitimate charge to the cost 
of the plant. 

Estimated cost of the system when completed 
is $35,986,000, and commitments from the 
government have been made for that amount. 
Of this sum, $16,193,000 is an outright gift 
of the Federal government through PWA, 
and of that grant $11,416,444 has been spent. 
In addition PWA holds $16,553,000 of dis- 
trict bonds. Of the amount loaned and given 
outright by the Federal government, $8,016,- 
553 is yet to be received. When done, the 
bond issue will total close to $20,000,000. 


Power Petitions Out 


T HE electric question bobbed up recently in 
Beatrice with petitions in circulation call- 
ing for a vote at the April primary election 
on a “ten or more” years’ contract whereby 
the city would buy electric power from Ne- 
braska Utilities, an offshoot of the Gage Coun- 
ty Electric Company. 

The petitions, which went out last month, 
were expected to be filed at the city hall. 

The proposal, if carried through, would 
make it possible for the city to continue to 
obtain electricity from the Gage County Elec- 
tric plant whether or not Gage Electric is able 
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to reorganize. The final hearing on the reor- 
ganization comes before the Federal court in 
Lincoln on March 7th. 

The proposed contract outlined two possi- 
bilities : 

1. If Gage County Electric accomplishes re- 
organization, Nebraska Utilities would buy 
power from Gage and resell it to the city. 

2. If, however, the company fails to reor- 
ganize and is sold at public auction, Nebraska 


Utilities would offer to buy the Gage proper- 
ties, and, if it is able to buy, operate the Gage 
County Electric plant and sell directly to the 
city. 

The rate specified in the proposed ordinance 
is one and three-quarters cents per kilowatt 
hour for the first 200 hours’ use of 30-minute 
maximum kilovolt amperes demand per 
month, and one cent per kilowatt hour for all 
in excess of this amount. 


New York 


Submetering Law Proposed 


72 state legislature was asked recently to 
put gas and electric submetering com- 
panies under supervision of the public service 
commission to “eliminate abuses.” Assembly- 
man MacNeil Mitchell of New York intro- 
duced a bill to carry out the commission’s rec- 
ommendation for a legal restraint on rates 
charged by private companies which buy elec- 
tricity and gas and resell it to apartment and 
office-building tenants. The commission said: 

“Hundreds of complaints are received an- 
nually against these companies. Complainants 
cannot understand why other companies ren- 
dering gas and electric service are subject to 
regulation and submetering companies are al- 
lowed to do as they please. These conditions 
should be remedied.” 

Mr. Mitchell also introduced a bill to limit 
the maximum rate for electricity to that 
charged by any utility operating in the same 
territory under similar conditions. The com- 
mission recommended the measure as a means 


of assuring the “lowest possible” rates to con- 
sumers. 


Power Plant Bill 


x Crews bill for a yardstick power plant 
in New York city, to cost not more than 
$50,000,000 and to be self-supporting, made its 
appearance on the general orders calendar of 
the state senate last month. The bill is similar 
to, but not identical with, a measure intro- 
duced but killed last year. 

The bill was introduced by Mr. Crews at 
the request of the LaGuardia administration. 
It would provide for an authority of seven 
members, to be appointed by the mayor, to 
operate the plant. The city would assign to 
the authority any property that was needed, 
including street rights. 

The authority would have the right to issue 
bonds to pay for the plant. The entire project 
would hinge on a referendum to be held this 
fall in New York city. The bill was not re- 
garded as having a good chance of passage. 


Ohio 


Rehearing Sought 


Ye city of Cleveland on February 22nd 
i filed with the state public utilities com- 
mission a motion for a rehearing of its con- 
tention that the commission has no jurisdiction 
over a council ordinance calling for a $1,385,- 
000 rate reduction by the Cleveland Electric 
Illuminating Company. The company has ap- 
pealed from the ordinance to the commission. 

Assistant Law Director Spencer W. Reeder 
said in his motion that unless the commission 
acknowledged it was without jurisdiction in 
the rate case the city, in order to submit newly 
discovered evidence supporting the demand 
for the cut, must “wait for three groups of 
engineers to delay this case for more than a 
year, at fees which may take $1,000,000 out of 
the pockets of taxpayers, consumers, and 
stockholders.” 

Included in the “newly discovered evidence” 


is the company’s 1939 financial statement show- 
ing it had a net income of more than $7,000,- 
000. The report, Reeder said, bolsters the 
city’s contention that the company’s assault 
on the rate reduction legislation “has been 
stopped before it was started by the com- 
pany’s own prosperity.” 

The city was defeated on February 13th 
when the state public utilities commission over- 
ruled its motion for dismissal of the Cleveland 
Illuminating Company’s appeal from a $1,- 
385,000 rate reduction ordinance enacted by the 
council last fall. 

The city council last month again refused to 
vote reimbursement to the Burns & McDonnell 
Engineering Company of Kansas City, which 
recommended that a reduction in CEI rates 
be sought, for the printing of reports present- 
ing its findings. Burns & McDonnell asked 
$752 for 100 copies of its report which went 
to city officials. 
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Oklahoma 


U. S. Refuses Grant 


usLic Works Administration officials said 

recently they would reject any application 
from the Oklahoma Grand River Dam Au- 
thority for a 45 per cent grant to construct 
two additional dams as part of the hydro- 
electric development. 

Clark Foreman, head of the PWA power 
division, said it would be illegal to accept 
such an application now and that the GRDA’s 
only hope of obtaining the funds would be 
through the Reconstruction Finance Corp. 

Ray McNaughton, GRDA chairman, told 
the Oklahoma congressional delegation he and 
other board members had come to Washing- 
ton to discuss the possibility of building dams 
at Markham’s Ferry and Fort Gibson. Mc- 
Naughton estimated the construction cost of 
the two additional dams at $11,000,000. 

Representative Disney, Democrat, said ef- 
forts would be made to obtain an RFC loan. 


Publicly Owned Utility 
Campaign Revived 


New drive for a constitutional amend- 
ment permitting the issuance of bonds 
to finance public utility construction by mu- 


nicipalities would be launched before March 
Ist, Albert L. McRill, Oklahoma City attor- 
ney, announced recently. McRill said he would 
file with the secretary of state an initiative 
petition seeking to place the question before 
the voters in the July 9th primary election, 

Originally drafted to open the way for crea- 
tion of “people’s utility districts” for power 
and light development in the Grand river dam 
area, the revised petition disclosed recently 
would open the way for issuance of bonds 
for financing of all types of public utilities, 

The new drive was expected to renew the 
controversy which raged from 1935 to 1938 
over an amendment approved by the voters 
but invalidated by the state supreme court on 
the ground it would permit issuance of bonds 
without a vote of the people. McRill empha- 
sized that his amendment would require a 
vote of the people before the issuance of any 
bonds and expressed belief he had eliminated 
in his proposal all elements which led to in- 
validation of the original measure. 

There is no provision in Oklahoma law now 
permitting governmental subdivisions to issue 
bonds which can be retired from revenues 
of the utilities. In order to place the question 
on the ballot, 76,000 signatures must be ob- 
tained on the petition within ninety days af- 
ter it is filed. 


Oregon 


when James H. Polhemus became president of 
PGE and Franklin T. Griffith retired to chair- 
manship of the board. 


Units Operate Separately 


TT Portland Traction Company was di- 
vorced from the Portland General Elec- 
tric Company as an operating entity, effective 
March Ist, as reorganization plans continued 
last month. Headquarters and operations of 
the two affiliates of Portland Electric Power 
Company will be separated along with the ad- 
ministrative personnel as a result of the board 
actions. 

W. H. Lines resigned as vice president and 
treasurer of Portland General Electric Com- 
pany, after a previous resignation from the 
PGE board of directors. Lines will continue 
as vice president of Portland Traction Com- 
pany and with Gordon G. Steele, also a trac- 
tion vice president, will move offices to the 
Ankeny building headquarters, along with the 
traction accounting department. 

Raymond E. Brennan was elected treasurer 
and controller of Portland General Electric. 
He had been assistant treasurer and general 
auditor of PEPCO. George E. Sullivan, divi- 
sion general manager in charge of territory 
outside Portland, was elected vice president 
of Portland General Electric. 

All changes were effective as of March Ist, 
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OK Power Deal 


A SPECIAL city election, held on February 
20th, brought a vote of 851 to 15, favor- 
ing purchase by the city of McMinnville of 
Bonneville electric power under a 20-year con- 
tract. 

The agreement between city officials and the 
Bonneville Administration, calling for deliv- 
ery of 1,000 kilowatts of energy per year at a 
price to the city of $17.50 per kilowatt, was 
signed early this year, subject to ratification 
by the voters. 

Terms of the contract call for delivery of 
the Bonneville power not later than next Oc- 
tober. Resultant rate reductions are expected 
to range from 30 to more than 40 per cent to 
consumers, city officials said. ‘ 

Civic leaders had joined with city officials 
in seeking heavy representation at the polls, 
urging that McMinnville, a pioneer among 
Oregon cities in the field of municipal owner- 
ship, put itself on record as supporting the 
Bonneville program. 
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Pennsylvania 


Rules on PUC Powers 


HAIRMAN D. J. Driscoll of the state public 
utility commission on February 20th was 
informed in an opinion by State Attorney Gen- 
eral Claude T. Reno that the commission may 
calculate gross intrastate revenues by estimate 
in the case of utilities failing to file reports. 


The opinion also held the commission may 
make a provisional assessment against all 
utilities other than motor carriers and subse- 
quently make a final assessment against all 
utilities, including motor carriers. 

In rate proceedings, the commission has the 
right to make assessments against utilities un- 
der the state utility laws. 


South Candlion 


Santee Probe Being Pushed 


ENATOR James P. Mozingo, III, of Darling- 

ton, on February 23rd made public the 
text of a resolution he was planning to intro- 
duce in the state senate providing for an in- 
vestigation of the Santee-Cooper power proj- 
ect, now under construction in the lower 
section of the state. 

The youthful senator’s resolution would set 
up a 6-man investigating committee, made up 
of three members of the senate and three mem- 
bers of the house, “to ascertain, if possible, 
what may be accomplished by legislation or 
otherwise to reduce the administrative cost and 
to increase the employment of local people on 
a more equitable distribution among the coun- 
ties of the state.” The preamble to the reso- 
lution said: 

“The people of South Carolina were led to 
believe that this project would provide thou- 
sands of jobs for the unemployed of South 
Carolina, and thousands of people have ap- 
plied for jobs on this project and thousands 
of recommendations have been written by 
members of the legislature and other people 
in their behalf.” 

Full power to investigate and to hold hear- 
ings on a court basis would be granted the 
committee under the proposed resolution. An 
appropriation of $10,000 was proposed. The 
members of the committee would receive no 
compensation beyond the regularly set ex- 
penses for state officials. 


Co-ops Propose Purchase 


T= proposal of several electric codperative 
associations in the state to take over some 
850 miles of lines now owned and operated by 
the South Carolina Rural Electrification Au- 
thority last month was referred by the au- 
thority’s board of directors to the state gen- 
eral assembly. 

This was decided by the board after a 
lengthy meeting in the office of Governor Bur- 
net R. Maybank, the board’s chairman, at Co- 
lumbia on February 19th. A resolution adopted 
by the board was also transmitted to the gen- 
eral assembly by the governor. 

In effect, the resolution asked the assembly 
to express its wishes in the matter. The text 
of the resolution was to be made public after 
it reached the legislature. The governor said 
the board felt that “with so many miles of lines 
involved it should ask the legislature for some 
direction.” 

The house referred the question to its ways 
and means committee. The senate sent the 
message to the joint committee on rural elec- 
trification. 

The codperatives proposed to the board that 
it relinquish 850 miles of lines it had built and 
is operating, to the codperatives which would 
take over the outstanding debt on the lines. 
The leaders in the codperative movement ad- 
mitted freely that they want the state REA 
discontinued as a builder of lines with Fed- 
eral funds. 


Utah 


Cost Rule Hits Utility 


Tx right of the public to use a public 
highway is paramount and superior to any 
other right, and particularly to the right of a 
utility to use it for its own purposes, it was 
held recently by Assistant Attorney General 
S. D. Huffaker in an opinion submitted to Ezra 
G Knowlton, chief engineer of the state road 
commission. 

For this reason, Mr. Huffaker said, “where 
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it becomes necessary to remove a pipe line or 
pole line for the improvement of the highway, 
the cost of such removal should be borne by 
the utility and not by the public, even though 
there is no agreement existing as to who 
should bear the costs, and assuming, of 
course, that there is no statute relating to the 
bearing of such costs.” 

The question came up with respect to a sec- 
tion of pipe owned by the Clearfield Pipe Line 
Company in Davis county. 
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Washington 


States Basis for Talks 


re conditions under which the Puget 
Sound Power & Light Company will co- 
Operate in negotiations for the acquisition of 
its properties by public utility districts of 
Washington were outlined recently by Frank 
McLaughlin, president of the company. Mc- 
Laughlin’s statement followed announcement 
that a committee of the public utility district 
officers would seek a conference to discuss 
negotiations for purchase of the system. 

McLaughlin reiterated a statement made in 
a letter to the public utility districts in 1938, 
in which he said: 

“Tf the public utility district commissioners 
wish to deal with the matter of the acquisition 
of the company’s entire electrical properties 
and business by negotiation and will set forth 
some definite plan to that end, and will, pend- 
ing the outcome of such negotiations, with- 
draw existing condemnation suits and defer 
the filing of any further suits, the company 
will fully cooperate, for the purpose of appro- 
priate studies and discussion, and furnish such 
facts and figures as may be necessary.” 

McLaughlin commented that the company 
had not received any definite proposal, “backed 
up with evidence of ability to perform. Nei- 
ther have any of the condemnation suits been 
withdrawn. The position of the company today 


is the same as it was when the above-quoted 
letter was written. It is also pertinent to point 
out that over 50 per cent of the company’s elec- 
tric income comes from territory in which there 
are no public utility districts.” 


Votes Bonneville Tie 


> city council of Tacoma on February 
21st approved an enabling ordinance pay- 
ing the way for a 10-year agreement inter- 
connecting Tacoma’s municipal electric system 
and the Federal Bonneville network. 

First move in a plan to link the Bonneville 
and Grand Coulee systems via a third “leg,” 
the contract was signed by Mayor J. J. Kauf- 
man and Public Utilities Commissioner Ira S. 
Davidson. Negotiations were under way fora 
similar contract with Seattle City Light. The 
Pe municipal systems would become the third 
“ eg.” 

Under the proposal a network of power lines 
would be spread through Washington state 
and surplus power from the municipal plants 
would be available to the government systems 
during periods the Federal production is re- 
duced by low water in the Columbia river. 
Vast quantities of government power would 
be available to the municipal systems for dis- 
tribution to heavy industries they hope to 
bring into their territories. 


a! 
West Virginia 
Rates Further Reduced 


HE state public service commission re- 
cently announced a further reduction in 
the electric rates of the Monongahela West 
Penn Public Service Company, effective from 
the first of March, amounting to over $87,000 


annually to the company’s 59,000 domestic 
consumers, estimated on the basis of recent 
residential consumption of electricity. 

This was reported the latest of a series of 
reductions secured by the commission from 
the Monongahela West Penn Company since 


the commission commenced its investigation 
of the affairs of that company over four years 
ago. With the prior reductions already ef- 
fected, the present reduction brings the total 
savings to the ratepayers of the company since 
the commission instituted its investigation to 
$606,830 annually. 

During the same period a number of reduc- 
tions have been made by the company in its 
charges against municipalities for street light- 
ing current, which, with other reductions 
voluntarily made by the company, amount to 
between $35,000 and $75,000 annually. 


Wisconsin 


Commercial Rates Reduced 


REDUCTION of more than $114,000 a year 
in commercial electric rates of the Wis- 
consin Electric Power Company, Milwaukee, 
was announced last month by the state public 
service commission. The reduction was the 
second within five months. Last October the 
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company reduced its rates $126,300 after a 
conference with the commission and agreed 
further reductions might be made after an 
audit of 1939 operations. ’ 
The recently announced reduction, effective 
after March meter readings, was the result 
of the audit. The reduction will affect stores, 
offices, and other business customers. 
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The Latest 
Utility Rulings 


Courts Not to Encroach upon Legislative and 
Administrative Fields 


EFECTS in legislation creating and 
D governing administrative tribunals 
must be corrected by the legislature 
rather than by the courts. Administration 
of such legislation is not to be controlled 
by judicial decree. These principles are 
stated in a recent Supreme Court deci- 
sion reversing a judgment of the United 
States Court of Appeals for the District 
of Columbia, which granted a writ of 
mandamus against the Federal Communi- 
cations Commission. 

The court of appeals had reversed a 
commission order refusing a radio station 
license because of an erroneous reason 
assigned by the commission for its action. 
The case had been remanded to the com- 
mission with directions to reconsider the 
case in accordance with views of the 
court. The commission, however, re- 
opened the case and considered the ap- 
plication comparatively with applications 
by two other parties. 

The first applicant then obtained a 
mandate from the court of appeals re- 
quiring the commission to set aside its 
order designating the application for 
hearing on a comparative basis and to 
hear and reconsider the application on the 
basis of the record as originally made. 
The court of appeals invoked against the 
commission the familiar doctrine that a 
lower court is bound to respect the man- 
date of an appellate tribunal and cannot 
reconsider questions which the mandate 
has laid at rest. 

_ That proposition, although said to be 
indisputable, in the opinion of the Su- 
preme Court, did not tell the court which 
issues were laid at rest. A much deeper 
issue, however, was said to be involved. 
This was not a mandate from court to 
court but from a court to an administra- 
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tive agency. Mr. Justice Frankfurter, 
speaking for the court, discussed the re- 
lationship between judicial and adminis- 
trative agencies and concluded that to 
assimilate the relation of these adminis- 
trative bodies and the courts to the rela- 
tionship between lower and upper courts 
is to disregard the origin and purposes of 
the movement for administrative regula- 
tion, and, at the same time, to disregard 
the traditional scope, however far-reach- 
ing, of the judicial process. 

An administrative determination in 
which is embedded a legal question open 
to judicial review, he said, does not im- 
pliedly foreclose the administrative 
agency after its error has been corrected 
from enforcing the legislative policy 
committed to its charge. The commission 
had originally found the application in- 
consistent with the public interest be- 
cause of an erroneous view regarding the 
law. The court of appeals laid bare that 
error, and, in compelling obedience to its 
correction, exhausted the only power 
which Congress gave it. At this point the 
commission was again charged with the 
duty of judging the application in the 
light of public convenience, interest, or 
necessity. 

Commission of a legal error did not 
create rights of priority in the first ap- 
plicant as against the later applicant, and 
the court of appeals, it was said, could 
not write the principle of priority into 
the statute. He continued: 

It is, however, urged upon us that if all 
matters of administrative discretion remain 
open for determination on remand after 
reversal, a succession of single determina- 
tions upon single legal issues is possible with 
resulting delay and hardship to the appli- 
cant. It is always easy to conjure up ex- 
treme and even oppressive possibilities in 
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the exertion of authority. But courts are 
not charged with general guardianship 
against all potential mischief in the com- 
plicated tasks of government. The preserit 
case makes timely the reminder that “legis- 
latures are ultimate guardians of the liber- 
ties and welfare of the people in quite as 
great a degree as the courts.” Missouri, 


trusted to correct whatever defects experi- 
ence may reveal. Interference by the courts 
is not conducive to the development of 
habits of responsibility in administrative 
agencies. Anglo-American courts as we now 
know them are themselves in no small meas- 
ure the product of a historic process, 


K. & T. R. Co. v. May, 194 US 267, 270, Federal Communications Commission v, 


48 L ed 971, 972, 24 S Ct 638. Congress which Pottsville Broadcasting Co. A similar de- 
creates and sustains these agencies must be cision was made in Fly v. Heitmeyer. 


e 


Secured Notes Treated as Bonds under Holding 
Company Act Provisions 


DECLARATION, pursuant to § 7 of 

the Public Utility Holding Com- 
pany Act, concerning the issuance and 
sale of a 2-year 3 per cent secured note 
was permitted by the Securities and Ex- 
change Commission to become effective, 
subject to specified conditions. The is- 
suing company was the Eastern Shore 
Public Service Company (called Dela- 
ware), a subsidiary of a registered hold- 
ing company. The note was to be issued 
to a bank. Concerning compliance with 
§7(c) (1) (B) (iii) the commission said: 
The note which Delaware now proposes to 
issue to The Chase National Bank in the 
face amount of $1,000,000 is subject to a 
loan agreement containing certain covenants 
on the part of the company. The security 
to be pledged with Chase consists of bonds 
of declarant which are in turn secured by 
a first lien on the physical property of de- 
clarant and by a first lien on bonds of sub- 


companies. In view of these facts we are of 
the opinion that this instrument, although 
designated a “note,” comes within the mean- 
ing of the term “bond” as used in §$7(c). 
Since the note is to be held by a single in- 
vestor well qualified to judge the merits of 
the risk assumed, and because of the further 
fact that the loan agreement contains no 
provision for breaking up the note for sale 
to the public, we are of the opinion that the 
assets pledged are of such character as to 
ape the requirements of §7(c) (1) (B) 

iii). 

The bonds which declarant proposes to 
issue and pledge as security for the above 
described note are first mortgage and first 
lien bonds of declarant. Since the mortgage 
covers the physical assets of declarant and 
the lien attaches to all the outstanding se- 
curities, including first mortgage bonds on 
the physical properties of three specified 
subsidiaries of declarant, it would appear 
that the proposed bonds of declarant qualify 
under §7(c) (1) (B) (i) and §7(c) (1) 
(B) (ii). 


sidiaries of declarant constituting a lien on Re Eastern Shore Public Service Co. et 
the physical properties of such subsidiary al. (File No. 43-277, Release No. 1917). 


e 


Subsidiary of Holding Company Authorized to 
Reduce Stated Capital 


HE Securities and Exchange Com- revaluation of assets by the transfer to 

mission permitted a declaration for the reserve of a surplus balance and the 
a reduction of stated capital of the Phila- paid-in surplus created by the reduction 
delphia Company, a subsidiary of Stand- of the stated capital ; and certain changes 
ard Gas and Electric Company, to be- in the voting rights of the preferred 
come effective. The declaration covered stock. 


a reduction of the stated capital through 


Because of restrictions placed on com- 


the reduction in the stated value of its mon stockholders tending to protect the 
common capital stock from $10 to $7.25 interests of the senior security holders, 
per share; the creation of a reserve for the commission found it unnecessary to 
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THE LATEST UTILITY RULINGS 


decide the question whether the trans- 
action would result in an unfair or in- 
equitable distribution of voting power. 
The commission reserved complete free- 
dom of action to consider the question of 
equitable distribution of voting power in 
connection with § 11(b) (2) or with any 
other proceedings in which that matter 
might be germane. 

The declaration provided that the 
transaction covered should be sub- 
mitted for the approval of preferred 
stockholders. 

The commission said: 

The persons whose interests are most 
closely affected by the transaction should 
have not only the right to vote on it, but 
also the benefit of an impartial explanation 
of the balance being struck for them so 
that they may accept or reject it with full 
knowledge. Consequently, we require as a 
condition to our order that declarant trans- 
mit to its stockholders copies of our findings 


or of approval references thereto at the time 

of any solicitation of proxies or assents with 

regard to the transactions covered by the 
declaration. 

The balance sheet of the company con- 
tained an item, “Capital Stock Discount 
and Expense,” and there was presently 
included in “Property, Plant, and Equip- 
ment” capital stock discount and ex- 
pense. These items, said the commission, 
had no place in the balance sheet of a 
company which is emerging from an ac- 
counting reorganization or a formal re- 
organization. Accordingly, the commis- 
sion required by a petition in its order 
that they be eliminated from the balance 
sheet. Several other conditions were im- 
posed by the order of approval. 

Commissioners Mathews and Healy 
concurred in separate opinions. Re 
Philadelphia Co. (File No. 43-271, Re- 
lease No. 1905). 


€ 
Periods for Which Reparation May Be Awarded 


_— Pennsylvania commission, in 


considering petitions to recover 
reparations for excessive storage 
charges, made rulings only as to the pe- 
riod of reparation. The record contained 
no evidence showing the amount of 
reparation or the right of the various 
claimants. These questions were reserved 
for further action. 

The problem of proper reparation 
periods was divided into three parts: a 
period more than two years prior to the 
date of filing the reparation claim, a pe- 
tiod subsequent to the entry of a commis- 
sion order reducing rates, and a period 
preceding the date of entry of that order 
but subsequent to an earlier rate order. 

As to the first period, it was held that 
reparatign cannot be awarded for a pe- 
tiod prior to the two years immediately 
preceding the date of filing of the initial 
petition for reparation. This is true even 
though the rates involved during that 
period were oppressive and extortionate. 

In considering the second period, the 
commission held that the filing of a claim 
for reparation does not terminate the 


period for which reparation may be 
claimed. If reparations are in order for 
any period up to and including the date 
of filing, they likewise accrue during the 
subsequent period until such time as the 
oppressive and extortionate rates are no 
longer collected. There was also a con- 
troversy, as to this period, concerning 
the time during which a commission rate 
order was being litigated in the courts. 
The commission concluded that repara- 
tion could be awarded for the period be- 
ginning with the entry of a rate reduc- 
tion order holding the rate to be exces- 
sive, even though after an appeal to court 
an amended order was entered correcting 
the amount of the reduction. 

Finally, the question arose whether 
reparation could be awarded for the pe- 
riod two years prior to the filing of the 
complaint. Rates had been charged dur- 
ing this period pursuant to a commission 
order. However, that order had specifi- 
cally stated that the commission allow- 
ances were based upon the utility’s esti- 
mates of expenses, to be effective until 
the exact amounts should be determined, 
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at which time a rate adjustment, if neces- 
sary, could be made. Expenses had been 
less than expected, and the commission 
had, by informal efforts, attempted to 
persuade the company to reduce its rates. 
This proving of no avail, a formal pro- 
ceeding was initiated. It was stated: 


Manifestly, the commission was of the 
opinion that the order of October 6, 1930, 
provided for a ready adjustment of rates 
without the necessity of extended hearings 
and disproportionate expenses, and sought 


by informal negotiations to rectify the ap- 
parent excessive allowance for sewer and 
disposal expenses as provided for in the 
order of October 6, 1930. The reparation 
petitioners should not be prejudiced by rea- 
son of the commission attempt to secure an 
amicable adjustment of the obvious over- 
charge without resort to expensive and time- 
consuming formal proceedings. 


Reparation covering this period was 
allowed. Davis et al. v. Cheltenham & 
Abington Sewerage Co. (Complaint 
Docket No. 10967). 


e 


Method of Rate Increase to Cover Additional 
Taxes and Expenses 


IGHER gas rates were authorized by 
the New York commission upon a 
showing by the Rochester Gas & Electric 
Corporation that additional taxes and 
other expenses prevented the company 
from earning a return of 6 per cent on 
its gas property. The commission, how- 
ever, refused to permit the increase in the 
form requested by the company. The 
company had proposed higher rates for 
some classes of customers and reduc- 
tions for others. (See Feb. 29th issue, 
pp. 289, 308.) 

A deficit below a fair return was said 
to have been caused primarily by in- 
creased taxes. As stated by Chairman 
Maltbie in a concurring opinion, “The 
additiona! tax imposed in recent years by 
the city and the state, now amounting to 
3 per cent of every dollar that is paid in 
by consumers, is an additional burden 
which the company must meet and which 
it is entitled to collect from consumers.” 

The company’s proof as to customer 
costs and other costs for which small cus- 
tomers were responsible was not consid- 
ered conclusive. The commission decided 
that every rate applicable in the manu- 
factured gas district should be increased 
3 per cent to cover the additional tax, 
and besides a flat increase of about 23 
cents per customer per month was ap- 
proved. Commissioner Burritt, deliver- 
ing the majority opinion, said: 

In the absence of convincing evidence to 
the contrary, it must be assumed that the 
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fact that a schedule of rates has been in 
effect for a long period is at least presump- 
tive evidence that the relationship of the 
various rates to each other is satisfactory 
to the company; otherwise, it would have 
long ago filed modified rates. If this is so, 
or in the absence of proof to the contrary, 
any increases found justified should be dis- 
tributed on approximately a straight per- 
centage basis. The company, however, pro- 
poses a radical change in its general rate 
which will result in increasing some cus- 
tomer bills 100 per cent. At the same time 
it proposes reductions in other rates. This 
proposal to radically change the form as 
well as the level of the rates requires justi- 
fication. 

The company sought to avoid an in- 
crease in space-heating and industrial 
rates. It was claimed that this was highly 
competitive business and that any at- 
tempt to increase the rate for these serv- 
ices would result in a loss of some of the 
business, with a resulting net loss rather 
than a gain in net income. Commissioner 
Burritt said it was not clear just how 
much more than increment cost the 
space-heating business paid or whether, 
should the business increase beyond the 
capacity of the present production plant, 
the present rate could be maintained. The 
broad question of whether or not a space- 
heating rate could be justified on a pres- 
ent increment cost basis was said to be 
one which could not be determined from 
the record in the proceeding. 

A substantial increase in the initial 
charge, however, was held to be justified. 
It was said: 
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An increase of 25 cents or less per bill will 
mean very little to large customers but will 
be a large percentage increase to minimum 
users and other small customers. Although 
the company has not proved the exact 


very small if any contribution to earnings 
and that generally no injustice will be done 
by increasing all customers by the came 
amount for all other increased costs. 


amount of cost of serving small users, I te Rochester Gas & Electric Corp. 
believe that it has shown that they produce (Case No. 9733). 


e 


Petition to Increase Water Rates Denied 


WATER company petitioned the pub- 

lic utilities commission of Maine 

for authority to increase its rates, stating 
that by reason of the increase in local 
taxes, it was not receiving the necessary 
revenue to earn a reasonable return upon 
the fair value of its property. The com- 
mission denied the petition, holding that 
present rates were sufficiently compen- 


the company is not protected by insurance. 
Service value is further defined as the differ- 
ence between the book cost and the net sal- 
vage value and the basis of charges to book 
cost are specified as the reasonable and 
necessary cost of property constructed or in- 
stalled by the accounting company and the 
original cost of operating property acquired 
from a predecessor public utility. 


A public utility with property made up 


satory. of long life units has the duty to provide 
Among other things, the commission for the loss in service value and retire- 
said that it would be unfair to compel the ments of the future, it was held. 
taxpayers to make up by way of in- A method of computing a rate base 
creased hydrant rentals the entire loss of | was prescribed by the commission : 


revenue suffered by the utility by reason 
of the industries reducing their payments 
for water service, where substantial sums 
of money have been invested to supply 
these industries. Hydrant rentals had 
been increased pursuant to commission 
authority in a previous proceeding to de- 
fray increased tax expenses, and it was 
suggested that this be done again. 

The matter of depreciation charges 
was dealt with fully by the commission. 
It was stated : 


As defined by this commission in its uni- 


Another method of computing the present 
rate base, and which seems better to reflect 
the actual situation with this company, is 
to add to the rate base of December 31, 
1928 ($1,268,148.26), the net additions to the 
operating property to the date of hearing 
($132,353.54). One fair measure of depre- 
ciation in the present case would be the in- 
crease in the depreciation reserve during this 
10-year period on the basis of the credits 
actually made by the company, through 
charges to expenses, less the requirements 
actually made. 


The water company suggested that the 


commission increase its rate base by 12 
per cent by reason of the doctrine of 
judicial notice. The commission declined 
to do so, saying that it could not accede 
to the 12 per cent doctrine of judicial 
notice. Camden & Rockland Water Co. 
v. Itself (FC No. 1136). 


e 


Connection and Reconnection Fines Meet 
Commission Disapproval 


form classification of accounts, the purpose 
of a depreciation charge, as applied to de- 
preciable operating property, is to provide 
for the loss in service value not restored 
by current repairs incurred in connection 
with the consumption or prospective retire- 
ment of operating property from causes in- 
herent in current operations against which 


provision was that, wherever a meter is 
disconnected and actually taken out and 
later is reinstalled and reconnected, a 
charge for reconnection of $2.50 is ap- 
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ly a rate schedule proposed by the 
owner of a water utility, the privilege 
of assessing “a fine for connection and 
reconnection of service” was asked. The 
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plicable. The California commission dis- 
approved this proposal. It was said on 
the subject: 


In the first place this proposed rule is 
not clear and is ambiguous. There is noth- 
ing therein to indicate whether an outgoing 
tenant, or owner of a parcel of property, or 
a new tenant, or new owner thereof, or even 
the same consumer, should be chargeable 
for all or any portion of this fine or whether 
both the outgoing and incoming consumers, 
whether owners or tenants, should be so 
chargeable. This type of rule is a nuisance 
and is not only unnecessary and un- 
reasonable, but is in the nature of a 
punitive measure, destructive of good pub- 
lic relations with consumers as is well illus- 
trated by the large number of informal 
complaints which have been filed with this 
commission by reason of the past unau- 
thorized attempts of the operator of this 
system to assess a one-dollar connection and 
reconnection charge against many consumers 
under similar circumstances. No provision 
is made in any of the present effective rules 
and regulations of this utility on file with 
the commission for such a charge. 


e 


Moreover, the utility had on file a pro- 
vision for a reconnection charge of one 
dollar to be collected before service is re- 
newed where service has been discon- 
tinued for nonpayment of bills, or to pro- 
tect the company against fraud, or for 
failure to comply with rules and regu- 
lations. The commission said this com- 
pletely covered any reasonable and ex- 
traordinary expenses which would be in- 
curred for delinquencies in accounts or 
acts bordering on fraud, where good wa- 
terworks practice would demand or ne- 
cessitate the discontinuance or discon- 
nection of a consumer’s service or service 
connection. The costs incurred when cut- 
ting in pipe connections for new con- 
sumers and in disconnecting service lines 
and removing meters were said to be 
adequately provided for in the general 
operating expenses. Re Water Works of 
Monta Vista (Decision No. 32679, Ap- 
plication No. 22184). 


Other Important Rulings 


f | ‘HE leasing of trucks with drivers 

constitutes common carriage within 
the purview of the Public Utility Law of 
1937, it was held by the Pennsylvania 
Public Utility Commission. Ashcraft v. 
Conte Eastwood Co. (Complaint Docket 
No. 11699, Application Docket No. 
54234). 


The supreme court of Iowa recently 
held that the specifications for bidding 
on a contract to construct a municipal 
plant, providing that the contractor fur- 
nish all labor and material, that he accept 
all revenue bonds issued by the munici- 
pality to finance such construction, that 
he advance cash to cover engineering, 
legal, capital, supplies and incidental ex- 
penses, tended to deny equal opportunity 
of bidding, unduly restricted competitive 
bidding, and added unnecessary burdens 
upon those who, in the last analysis, will 
be required to pay for the public im- 
provements, so as to render the contract 


invalid. Weiss v. Incorporated Town of 
Woodbine et al. 289 NW 469. 


It has been held by the railroad com- 
mission of California that a motor car- 
rier can secure a certificate to operate as 
a highway common carrier and at the 
same time secure a permit to operate asa 
radial highway common carrier or con- 
tract carrier, but he cannot operate both 
as a common carrier and as a highway 
contract carrier of the same commodities 
between the same points. Re Willis (De- 
cision No. 32673, Application Nos. 
22207 et al.). 


The Alabama commission held that an- 
nual accruals as depreciation expense of 
an electric utility should be based on the 
cost of the property and that such ac- 
cruals should be at the rate of 2 per cent 
per annum of the tangible depreciable 
property. Re Alabama Water Service 
Co. (Docket 6361). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Re Interstate Power Company et al. 


[Docket No. IT-5485.] 


Valuation, § 187 — Charges to capital — Rebuilding — Operating expense. 
1. Expenditures for labor and material utilized in rebuilding boilers, 
stokers, turbines, meters, transformers, switch board equipment, and similar 
work should not be charged to electric plant, but should be charged to 
maintenance or other operating expense accounts, p. 8. 


Valuation, § 193 — Unused property. 


2. Portions of property not actually used in rendering service should be 
eliminated from the rate base, p. 9. 


Valuation, § 85 — Accrued depreciation — Deduction. 


3. The actual existing depreciation must be deducted in arriving at the rate 
base, p. 10. 


Depreciation, § 26 — Annual allowance — Consistency with accrued depreciation. 


4. Depreciation expense, or the annual depreciation charge, should be in 
agreement with depreciation in property at any given time, or accrued de- 
preciation, p. 10. 


Valuation, § 104 — Accrued depreciation — Reserve as measure. 


5. The depreciation reserve is a good measure of actual depreciation when 
proper depreciation accounting practices have been observed throughout 
the life of the property; but when satisfactory depreciation accounting 
practices have not been followed, complete determinations of depreciation 
in the properties are necessary, p. 10 
Valuation, § 307 — Working capital — Electric utility. 

6. A wholesale electric company furnishing current during one month 
and billing its customer as of the first of the succeeding month, with a 
15-day discount period, was allowed 45/365 of operating costs, other than 
taxes, for working capital, in addition to a six-weeks’ supply of fuel and 
a provision for the cost of necessary materials and supplies, p. 13. 
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Return, § 87 — Wholesale electric company. 


7. A rate of return of 6 per cent upon the rate base of a wholesale elec. 
tric company was allowed, p. 14. 


Electricity, § 2 — Federal Power Act — Public utility. 


8. An electric company owning or operating facilities employed in the 
transmission of electric energy in interstate commerce and the sale of 
electric energy at wholesale in interstate commerce, is a public utility with- 
in the meaning of the Federal Power Act and under the jurisdiction of 
the Federal Power Commission, p. 16. 


Interstate commerce, § 22 — What constitutes — Electric service. 


9. Sale of electricity by a power company generating electricity in one state 
and putting it into the transmission lines of a company which distributes 
it or resells it in another state is a sale in interstate commerce, and the 
passing of custody or title at intervening points without arresting the move- 
ment to the destination intended does not affect the essential nature of 
the business, p. 16. 


Valuation, § 39 — Rate base determination — Reproduction cost. 
10. Evidence of reproduction costs is not necessary before the reasonable- 
ness of an existing, or of a proposed, rate may be determined when the 
Commission has before it evidence of the original cost of the property, 
o. if. 

Valuation, § 36 — Rate base determination — Original cost. 
11. The original cost of utility property is good evidence of its value at 
the time of construction, and if it is necessary to determine the present 
fair value of the property, such cost will continue to measure such value 
so long as there is no change in the level of applicable prices, p. 17. 

Valuation, § 407 — Burden of proof — Reproduction cost — Present crisis. 
12. A company which contends that its property is confiscated because 
the rate base is determined upon the basis of original cost, in the absence 
of reproduction cost estimates, has the burden of proof to show that such 
would be the result, p. 17. 


[November 17, 1939.] 


ncaa of rates of a wholesale electric company; 
rate reduction ordered. 


» 


APPEARANCES: Joseph R. Har- 
mon, Attorney, for the Interstate 
Power Company; Louis Hoobler, for 


By the Commission: This pro- 
ceeding arises under §§ 205 and 206 
of the Federal Power Act.? 


the Albany Lighting Company; John 
C. Kelley, Attorney, for the Commis- 
sion. 


On August 14, 1937, the village of 
Albany, Illinois, filed a complaint, 
Docket IT-5484, alleging that the 





1 The relevant parts of §§ 205 and 206 of 
the Federal Power Act [16 USCA, §§ 824d 
(a), 824e (a)] pertinent to this proceeding 


are: 

“Sec. 205. (a) All rates and charges 
made, demanded, or received by any public 
utility for or in connection with the trans- 
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mission or sale of electric energy subject to 
the jurisdiction of the Commission, and all 
rules and regulations affecting or pertaining 
to such rates or charges shall be just and 
reasonable, and any such rate or charge 
that is not just and reasonable is hereby 
declared to be unlawful,” 
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rates for electric energy charged and 
collected by the Albany Lighting Com- 
pany were excessive, unjust, and un- 
reasonable, and prayed that, after in- 
vestigation, the Commission establish 
fair and reasonable rates therefor. Al- 
bany Lighting Company is a transmis- 
sion company, purchasing its energy 
requirements from Interstate Power 
Company,” sometimes hereinafter re- 
ferred to as respondent, and resells the 
energy so purchased to the village of 
Albany. 

On September 7, 1937, in Docket 
IT-5485, the Commission, on its own 
motion, instituted an investigation to 
determine (1) whether the rates and 
charges made by Interstate Power 
Company for the transmission or sale 
of electric energy to Albany Lighting 
Company were just and reasonable, 
and (2) whether the rates and charges 


made by Albany Lighting Company to 
the village of Albany, Illinois, were 


just and reasonable. A certified copy 
of the Commission’s order of investi- 
gation was duly served on the respond- 
ent, the Interstate Power Company, 
on September 20, 1937. 

Thereafter, on March 28, 1938, a 
hearing was held upon the matters in- 
volved in Docket IT-5484 and upon 
the matters involved in Docket IT- 
5485, that related to the rates received 
by Albany Lighting Company for the 
transmission or sale of electric energy 
to the village of Albany. An order 
upon the issues thus heard was adopt- 


ed by the Commission on July 20, 
1938 (25 PUR(NS) 36). 

Subsequently, the Commission by 
order of March 24, 1939, provided 
that a hearing in Docket IT-5485 be 
held on April 26, 1939, at Chicago, 
Illinois, to enable the Commission (1) 
to determine whether any rate, charge, 
or classification, demanded, observed, 
charged, or collected by Interstate 
Power Company for or in connection 
with transmission or sale of electric 
energy to Albany Lighting Company, 
or any rule, regulation, practice, or 
contract affecting such rate, charge, or 
classification is unjust, unreasonable, 
unduly discriminatory, or preferential, 
and (2) if the Commission shall find 
that any such rate, charge, classifica- 
tion, rule, regulation, practice, or con- 
tract is unjust, unreasonable, unduly 
discriminatory, or preferential, to de- 
termine and fix by appropriate order 
or orders the just and reasonable rate, 
charge, classification, rule, regulation, 
practice, or contract thereafter to be 
observed and in force. 


On the date set for hearing, the re- 
spondent, Interstate Power Company, 
formally appeared by counsel. Imme- 
diately following the opening of the 
hearing, counsel for the Commission 
served upon counsel for said respond- 
ent copies of each of the reports and 
other documents thereafter introduced 
into the record as exhibits in this mat- 
ter. 

The evidence offered of record by 





“Sec. 206. (a) Whenever the Commission, 
after a hearing had upon its own motion or 
upon complaint, shall find that any rate, 
charge, or classification, demanded, observed, 
charged, or collected by any public utility 
for any transmission or sale subject to the 
Jurisdiction of the Commission, or that any 
tule, regulation, practice, or contract affect- 
ing such rate, charge, or classification is un- 


just, unreasonable, unduly discriminatory, or 
preferential, the Commission shall determine 
the just and reasonable rate, charge, classifi- 
cation, rule, regulation, practice, or contract 
to be thereafter observed and in force, and 
shall fix the same by order.” 

2 The correct corporate name is Interstate 
Power Company (Delaware). 
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members of the Commission’s staff 
consists of oral testimony of four.wit- 
nesses and forty-nine exhibits. These 
exhibits include, among others, a com- 
prehensive report of an audit of the 
books and records of said respondent 
and its affiliates prepared by Commis- 
sion accountants ; charts describing the 
units of property in the Dubuque gen- 
erating station, the Clinton generating 
station, the Dubuque-Clinton trans- 
mission line and the distribution sys- 
tem used in rendering service to Al- 
bany Lighting Company ; estimates of 
the original cost thereof ; depreciation 
studies ; studies of comparative rates; 
and a comprehensive study on rate of 
return. Certain reports and tariffs, 


filed by respondent, with the Commis- 
sion, were also introduced and made a 
part of the record by reference and in- 
corporation. 


Upon the conclusion of the direct 
testimony of each of the witnesses for 
the Commission, counsel for the re- 
spondent, Interstate Power Company, 
requested the right to postpone cross- 
examination until a later time to af- 
ford him an opportunity to examine 
the exhibits and consider the direct tes- 
timony submitted in connection with 
them. In each instance his request 
was granted by the trial examiner. 

Upon the conclusion of the Com- 
mission’s evidence, counsel for the said 
respondent moved for a recess for a 
period of at least thirty days to pre- 
pare cross-examination and complete 
the preparation of the affirmative case 
of the respondent. This motion was 
granted by the trial examiner and the 
hearing was, on April 27, 1939, con- 
tinued to May 29, 1939, at Chicago, 
Illinois. 

On May 19, 1939, said respondent 
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filed a request for a further delay and 
postponement of the hearing for an 
additional sixty days or until July 31, 
1939, which request was denied by 
the Commission and a copy of such 
order of denial served upon the re- 
spondent on May 22, 1939. 

When the hearing of this matter 
was reconvened on May 29, 1939, 
counsel for said respondent stated that 
he was unprepared to proceed with any 
cross-examination of the Commis- 
sion’s witnesses, or with the presenta- 
tion of any affirmative evidence. He 
thereupon moved to dismiss these pro- 
ceedings and rested said respondent's 
case on such motion without cross-ex- 
amination of any of the witnesses 
who had testified in behalf of the Com- 
mission (although such witnesses were 
present in the hearing room and were 
available for such purpose). The re- 
spondent wholly failed to present any 
affirmative evidence. Therefore, the 
evidence, as presented by members of 
the Commission’s staff, stands unim- 
peached and uncontradicted. It con- 
stitutes the only evidence of record in 
this proceeding. 

The trial examiner afforded counsel 
for respondent and counsel for the 
Commission the opportunity of filing 
briefs. By letter dated June 6, 1939, 
the respondent’s counsel informed the 
trial examiner that respondent did not 
care to file a brief. A brief was filed 
by counsel for the Commission on 
June 26, 1939, and duly served upon 
the respondent on June 28, 1939. 


Facilities Used and Useful 


The Interstate Power Company was 
incorporated under the general corpo- 
ration laws of the state of Delaware 
on April 18, 1925, and was organized 
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to succeed the Interstate Power Com- 
pany of Wisconsin in that portion of 
the latter’s territory located in Iowa 
and adjacent thereto. It is both an op- 
erating company and a holding com- 
pany controlling Interstate Power 
Company of Wisconsin, East Du- 
buque Electric Company, Interstate 
Power Company of Nebraska, Inter- 
state Power Company of North Dako- 
ta, and Eastern Iowa Electric Compa- 
ny. Respondent is a wholly owned 
subsidiary of Utilities Power and 
Light Corporation. 

Respondent’s system extends into 
several states and is generally inter- 
connected. Energy emanating from 
points outside the state of Iowa is in- 
troduced into the Dubuque station, 
one of the facilities serving Albany 
Lighting Company. Such incoming 


energy is received through facilities 
permanently and regularly used for 


such purposes. 

The point of connection of respond- 
ent’s system with the system of Al- 
bany Lighting Company is at a point 
in Clinton, Iowa, about 3.8 miles 
southwest of the respondent’s Clinton 
generating plant. This point is at the 
end of a 2,300-volt distribution circuit, 
aso employed by the respondent in 
the distribution of electric energy in 
the city of Clinton, Iowa. 

The property used and useful in part 
in rendering service to Albany Light- 
ing Company consists of: (1) the 
generating facilities located at Du- 
buque, (2) the Dubuque substation 
and transmission line running from 
Dubuque to the generating station of 
the company located some 54 miles 
south of Dubuque at Clinton, (3) the 
generating facilities at Clinton, and 
(4) certain distribution facilities orig- 


inating at the Clinton plant and inter- 
connecting with the facilities of Al- 
bany Lighting Company. The facil- 
ities above described under normal op- 
erations are fully adequate to render 
the service required by Albany Light- 
ing Company. However, these facil- 
ities are not used exclusively in render- 
ing this service. 


Cost of Used and Useful Facilities 


A staff engineer made a detailed 
study, including a field inspection of 
the above-described used and useful 
properties. A staff accountant made 
an investigation of the books and rec- 
ords of respondent and of certain of 
the records of its affiliates. 

The staff accountant’s investigation 
of the records of the respondent and 
its predecessor companies discloses 
that the Dubuque electric properties, 
consisting of the generating plant and 
other properties, were purchased from 
the Dubuque Electric Company on 
October 1, 1924, and the Clinton gen- 
erating plant and distribution system 
were purchased from the Clinton Gas 
and Electric Company on May 1, 1925. 
The Dubuque-Clinton transmission 
line was constructed during 1925 and 
1926. 

The amounts reflected in the books 
of account of respondent for plant 
deemed used and useful in whole or 
in part in rendering service to Albany 
Lighting Company contain errors of 
magnitude, and are wholly unreliable. 
Thus, among other things, the prop- 
erty accounts were stated at inflated 
appraised values and include excessive 
inter-company charges, the cost of 
many units of plant remained in the 
property accounts although the units 
actually had been abandoned or re- 
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tired. Accordingly, it was necessary 
to resort to the books of the predeces- 
sor companies to obtain the basis of 
the legitimate cost of the property. 

For the purpose of this proceeding, 
the amounts reflected on the books of 
the predecessor companies less com- 
puted retirements, plus the cost of ad- 
ditions and new construction, form 
the basis of the accountant’s deter- 
minations of the original cost of all 
facilities except the distribution line 
in Clinton. The original cost of this 
latter facility was determined separate- 
ly, and hereafter is more fully de- 
scribed. The staff engineer made an 
independent computation of the orig- 
inal cost of the property at date of ac- 
quisition, and retirements subsequent 
thereto.2 Six general classes of ad- 
justments were necessary, which are 
described, along with summaries of 
their effects. In the record they were 
described in detail, and supported by 
comprehensive exhibits and descrip- 
tive oral testimony. 


Adjustments to Book Costs 


1. The first of these adjustments is 
the elimination of the excess recorded 
on the books of the respondent over 
the recorded values of predecessor 
companies. This adjustment applies 
to the facilities at the Dubuque gener- 
ating station and the Clinton generat- 
ing and distributing facilities. 


The properties acquired from the 
Dubuque Electric Company and the 
Clinton Gas and Electric Compan 
were appraised by engineers of Util 
ties Power and Light Corporation 
The properties so acquired were then 
recorded on the books of respondenf 
on the basis of these appraisals, j 
each instance at values considerab! 
greater than the values at which the 
same property had been recorded o 
the books of the acquired companies, 
In each instance it was found that er- 
rors had been made in the functional 
classification of property, and adjust- 
ments were made to correct these er- 
rors. 

The property acquired from the Du- 
buque Electric Company had been re. 
corded on the books of Dubuque Elec. 
tric Company at $4,819,900.18. This 
property was recorded on the books of 
respondent at $6,983,140.65. Erro- 
neously included in this total was the 
property of a street railway company, 
acquired by Utilities Power and Light 
Corporation at the same date the Du- 
buque property was acquired, in the 
amount of $148,823.27. Taking into 
consideration this correction, the ex 
cess at which the property was record- 
ed in respondent’s books over the 
recorded cost of the same property 
on the books of the Dubuque Elec- 
tric Company was $2,014,417.20 or 





3 However, its approach to the problem was 
from a different angle than the accountant’s. 
From the appraisals of the Dubuque and 
Clinton properties at date of acquisition, here- 
inafter referred to, he identified and deter- 
mined the reproduction cost new as of ap- 
praisal date of the items of property involved. 
To these values there had been added, before 
the entries relating thereto were recorded in 
the records of the respondent, certain over- 
head expenses. The book figures which were 
used by the accountant and the appraisal 
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figures used by the engineer differed, there- 
fore, to the extent of this overhead factor 
and in reducing such book values and ap 
praised values to original cost a different 
factor was employed by each. The engineer, 
utilizing the net additions of property subse- 
quent to acquisition determined by the ac- 
countant, made a determination of original 
cost as of December 31, 1937. The cost de- 
terminations of the engineer, despite this dil- 
ference of approach, disagree with the ac- 
countant’s determinations by only $239.44, 
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9.475 per cent of respondent’s record- 
ed values. 

It was also necessary to make ad- 
istments to correct errors made in 
the classification of property as be- 
tween generation and _ distribution. 
Taking into consideration these 
dianges, the recorded value of the gen- 
eating portion of the Dubuque prop- 
ety (which is the only portion of the 
property acquired from the Dubuque 
Electric Company found to be used and 
weful for service to Albany Lighting 
Company) was $2,041,191.97. Ap- 
plying the increment factor of 29.475 
per cent to the recorded value of gen- 
eating plant property, fixes the ex- 
cess at $601,642.04. 

The property acquired from Clin- 
tn Gas and Electric Company had 
been recorded on the books of Clinton 
Gas and Electric Company at $1,090,- 
481.95. Following the appraisal 
aforesaid, the same property was re- 
corded on the books of respondent at 
$1,883,562, or $793,080.05 in excess 
of the recorded values of the same 
property on the books of the acquired 
company. This represents 42.105 per 
cent of respondent’s recorded amount 
in respect to the properties. In record- 
ing this amount by functional classifi- 
cation it was found that $115,276.66 
had been improperly charged to gen- 
eration and distribution property, 
which should have been charged to 
other electric property. These cor- 


Dubuque 
Generating 
Plant 


$1,326,449.24 


391,990.46 
934,458.78 


320,738.00 
$613,720.78 


Book value of property withdrawn from 
service 

Appraisal increment included in book 
value 

Original cost of property retired 

Total value recorded on books of ac- 
count for retired property 

Net adjustment 


rections result in a total valuation on 
respondent’s books of generating and 
distribution facilities, used and useful 
in part, rendering service to Albany 
Lighting Company, of $1,581,512.20. 
Applying to this total the increment 
factor of 42.105 per cent fixes the ex- 
cess at $665,895.71, of which $426,- 
655.58 applies to generating facility 
property and $239,240.13 applies to 
distribution facility property. 

2. The books of respondent re- 
vealed that retirements of property 
had been improperly recorded or not 
recorded at all. To properly record 
retirements, adjustments were made 
(a) to eliminate recorded retirements 
not related to used and useful facil- 
ities, (b) to include property actual- 
ly abandoned or retired, but never so 
recorded, and (c) to correct the 
amounts at which certain retirements 
were recorded. The application of 
these adjustments results in a restate- 
ment of the proper retirements at or- 
iginal cost except that it includes the 
appraisal increments in properties ac- 
quired by purchase. The portion of 
such increments was determined by 
the proper adjustments of applicable 
retirements and subtracted to deter- 
mine original cost of all retirements. 
The net adjustment represents the dif- 
ference between said original cost and 
the amounts as recorded on the books. 
A summary of the computation there- 
of is shown in the following table: 
Clinton 


Distribution 
System 


Clinton 
Generating 
Plant 


$162,936.83 


70,742.87 
92,193.96 


46,462.95 
$45,731.01 


Total 
$46,731.30 $1,536,117.37 


19,676.35 482,409.68 
27,054.95 1,053,707.69 


46,731.30 413,932.25 
($19,676.35) $639,775.44 
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3. An analysis of the records of the 
parent company, Utilities Power and 
Light Corporation, revealed that prac- 
tically all construction work was per- 
formed for respondent through a 
wholly owned subsidiary of the parent 
company during the period 1925 to 
1935. During the period 1925 to 
1927 the Dubuque steam generating 
plant was rebuilt, the Dubuque trans- 


Facility 
Dubuque Plant 
Clinton Plant 
Dubuque-Clinton Transmission Line 
Clinton Distribution System 


mission line was constructed new, al- 
terations and changes were made in 
the Clinton generating plant, and the 
Clinton distribution system was reha- 
bilitated. Bills were rendered to the 
respondent on the basis of cost to the 
construction company plus overheads 
approximating 5 per cent of direct 
costs, and in addition thereto, each bill- 
ing included variable sums ranging 
from 15 per cent to 35 per cent, pur- 
portedly representing holding company 
general office and overhead expenses 
plus amounts labeled profits. There 


Facility 
Dubuque Plant 
Clinton Plant : . 
Dubuque-Clinton Transmission Line 
Clinton Distribution System 


was no evidence, either in the billing or 
in the accounts, that the variable over- 
heads for holding company general 
office and overhead expenses were re- 
lated to the construction for which the 
bills were rendered. The profits were 
clearly inflated charges. There is no 
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General Expenses 


evidence presented which justified the 
inclusion of any of these amounts jn 
the construction cost to the facilities 
involved. The charges for holding 
company and general office expenses 
and profits were eliminated. This 
elimination does not affect the 5 per 
cent overheads on direct costs. <A 
summary of these eliminations is as 
follows: 


AMOUNT 
Profit 
$767,748.96 

93,152.86 
210,624.71 
148,025.78 


Total 
$893,342.36 
110,015.70 
262,659.80 
174,800.68 


$125,593.40 
16,862.84 
52,035.09 
26,774.90 





ees eeceesrseseeeeesese 


$221,266.23 $1,219,552.31 $1,440,818.54 


4. Analysis of the charges for in- 
terest during construction revealed 
that the charges were inconsistent and 
were not applied to proper construc- 
tion periods. The staff accountant 
made an examination of construction 
records and computed the interest dur- 
ing construction at a rate of 6 per 
cent over the proper construction pe- 
riods and upon proper construction 
costs. A summary of the corrected 
interest charges during construction 
and the resulting adjustment appears 
in the following table: 


AMOUNT 
Allowed 
$118,772.13 
3,952.24 
17,238.87 


Adjustment 
$22,646.79 
(3,739.10) 
2,662.91 
160.81 


$21,731.41 


Disallowed 


$141,418.92 
213.14 


$161,694.65 $139,963.24 


[1] 5. The examination of con- 
struction costs revealed errors in the 
classification of accounts which result- 
ed, in some instances, in overcharges 
to the property accounts and an under- 
statement in operating expense ac: 
counts. Expenditures for labor and 





0818s 


‘or in- 
vealed 
nt and 
nstruc- 
untant 
ruction 


[justment 
22,646.79 
3,739.10) 
2,662.91 

160.81 


71,731.41 
>f con- 
s; in the 
1 result: 
-charges 
1 under: 
nse ac- 
bor and 
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material utilized in rebuilding boilers, 
sokers, turbines, meters, transform- 
ers, switch board equipment, and oth- 
et similar work were charged to plant, 
but should have been charged to main- 
tenance or other operating expense ac- 
cunts. A summary of these adjust- 
ments appears in the following table: 


Facility 
Dubuque Plant ... 
Clinton Plant ee : 
Dubuque-Clinton Transmission Line 
Clinton Distribution System 


Total. «63 


eeeeesesesseeseseseeseee 


6. The examination of holding 
ompany expenses revealed that arbi- 
rary charges for salaries, traveling 
expenses, and other items had been 
ncuded in blanket work orders which 
ound their way into electric plant ac- 
ount. The records of the parent com- 
ny gave no indication of the con- 
truction to which such expenditures 
ere related, or the reason for includ- 
ng them in electric plant. In some in- 
tances such items were charged to 
roperty accounts, even when no con- 
tution work was being done. 
herefore, it is necessary to eliminate 
tom the property accounts all such 
harges which are not directly sup- 
ted as relating to construction. A 
mmary of these eliminations is as 
tllows : 


Facility 


eousecedeeeee coose $21,819.23 
19,566.95 


$75,448.39 


[2] In addition to the above-stated 
K classes of adjustments, the field 
dy of the staff engineer revealed 
t certain portions of the property 


within the accounts of the four facili- 
ties herein found used and useful, were 
not actually used in rendering service 
to Albany Lighting Company and 
elimination of nonused and useful 
property was required. These elimi- 
nations and their bases are fully ex- 
plained in and supported by the record. 


AMOUNT 
Maintenance Other Departments 
$17,073.75 
113,634.31 
3,103.92 
195,987.42 


$329,799.40 


Total 
$57,164.51 
123,349.35 

60,737.00 
195,987.42 


$437,238.28 


$40,090.76 
9,715.04 
57,633.08 


$107,438.88 


The following is a summary of the 

facilities considered but which were 

allocated to uses other than service to 

Albany Lighting Company: 
Facility 

Dubuque Steam Plant 


Clinton Steam Plant 
Dubuque-Clinton Transmission Line 


$228,350.00 
26,685.82 
62,226.98 


$317,262.80 


However, a different method was 
found necessary to determine the orig- 
inal cost of the distribution facilities 
used in rendering service to Albany 
Lighting Company. The distribution 
line from the Clinton generating sta- 
tion to the point of delivery of service 
to Albany Lighting Company present- 
ed special problems because it carries 
many taps supplying energy to other 
consumers, and the poles carry the line 
supporting numerous other circuits, 
and also telephone cable. It is impossi- 
ble to segregate these facilities from 
the plant accounts of the respondent. 
The staff engineer, therefore, made an 
itemized inventory and priced the 
property. His methods and determina- 
tions are fully explained in the record. 
His conclusion is that the original cost 
undepreciated of the property used and 
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useful in rendering service to Albany 
Lighting Company, and properly al- 
locable to such service, is $1,689. This 
figure will be used hereafter as the 
original cost of the distribution facil- 
ities. 

The total undepreciated original 
cost of all facilities used and useful 
in part is $4,201,655.03. A summary 
of adjustments and the yndepreciated 
cost by facilities is set forth in the fol- 
lowing table: 


Electric Generating Plants Line 
Steam 

Dubuque 
$5,404,079.22 
2,210,335.71 


Book Value 
Adjustments 


and Utilities Commissioners (Report 
to 1938 Annual Convention, p. 438): 
“The same factors that cause annual 
depreciation also cause depreciation 
to be deducted from property in de. 
termining a rate base.” 

[5] The definition of depreciation 
in the Commission’s Uniform System 
of Accounts for Electric Utilities and 
Licensees is as follows: 

“ Depreciation,’ as applied to de- 
preciable electric plant, means the loss 

Transmission 
i Distributio 
System 
Clinton 
$1,689.00 4 


Dubuque 
to Clinton 
$958,618.95 
329,045.35 


Clinton 
$1,415,491.21 
721,579.49 





Original Cost 
Less Amount Allocated to Other 
Property 


$3,193,743.51 
228,350.00 





$693,911.72 
26,685.82 


$629,573.60 
62,226.98 








Undepreciated Original Cost 


Depreciation 


[3,4] The costs shown on the pre- 
ceding table represent cost new with- 
out deductions of actual legitimate 


depreciation in the properties. The 
actual existing depreciation must be 
deducted in arriving at the rate base 
(Minnesota Rate Cases [1913] 230 
US 332, 57 L. ed 1511, 33 § G@ 
729, 48 LRA(NS) 1151, Ann Cas 
1916A 18). There are two aspects 
to the depreciation problem. The first 
relates to depreciation expense or the 
annual depreciation charge (Knoxville 
v. Knoxville Water Co. [1909] 212 
US 1, 53 L ed 371, 29 S Ct 148) and 
the second relates to depreciation in 
the properties at any given time. 
(Minnesota Rate Cases, supra.) The 
two aspects or phases, however, should 
be in agreement. As stated by the 
special committee on depreciation of 
the National Association of Railroad 
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$2,965,393.51 
1 Estimated original cost, see preceding page. 


$667,225.90 $567,346.62 


in service value not restored by current 
maintenance, incurred in connectio 
with the consumption or prospectivé 
retirement of electric plant in the 
course of service from causes whic 
are known to be in current operatio 
and against which the utility is no 
protected by insurance. Among th 
causes to be given consideration ar 
wear and tear, decay, action of th 
elements, inadequacy, obsolescenc¢ 
changes in the art, changes in demant 
and requirements of public authori, ° 
ties.” 

The Commission is of the opinio 
that where proper depreciation ad 
counting practices, in accordance wit 
the provisions of its accounting sy$ 
tem, have been observed througho 
the life of the property, the resultin 
depreciation reserve is a good meast 
of actual depreciation in the propef 
ties. 
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The Interstate Power Company’s 
books and records reveal that the com- 
pany has not followed satisfactory de- 
preciation accounting practices. In 
fact, quite the contrary is true. It was 
testified it was necessary to ignore the 
company’s books in this matter be- 
cause of their very unsatisfactory con- 
dition and because of the haphazard 
practices of the company in the past 
in the respect to the subject of depre- 
ciation. 

Accordingly, complete determina- 
tions of annual depreciation expense 
and of actual depreciation in the prop- 
erties were necessary. 

The staff engineer made a thorough 
field examination of all the facilities 
of the respondent used and useful in 
rendering the service under considera- 
tion. He made studies to determine 
the physical conditions of the proper- 
ty, the age and probable future life 
thereof, and all other factors which 


iv@™ must be taken into consideration in 


@ passing upon the two phases of depre- 
ciation heretofore mentioned. After 
making the studies indicated, the staff 
engineer estimated the service lives of 
@ihe various classes of property and 


Electric Generating Plants Line 


Steam 
Dubuque 


$2,965,393.51 
709,782.00 


Undepreciated 
Original Cost 

Less Accrued 
Depreciation 


Clinton 
$667,225.90 
335,539.04 


portion of the Clinton distributing fa- 
cilities allocable to the Albany Light- 
ing Company, $75 a year. 

Utilizing the determinations of the 
engineer, the accountant applied the 
above annual rates to the cost of the 
property involved by years for the 
years subsequent to the acquisition 
thereof and thus determined the 
amounts which should have been cred- 
ited to the depreciation reserve ac- 
count. Taking into consideration the 
retirements of property, the proper 
reserves which should exist were then 
computed. 

The staff engineer, who had thor- 
oughly studied the properties and who 
had wide knowledge of similar prop- 
erties, testified that the actual deprecia- 
tion, considering all factors thereof, 
in the properties was as great as that 
indicated by the revised reserve. Thus 
the two methods employed are in 
agreement as to results. Depreciation 
expense and depreciation in the prop- 
erties are harmonized. 

The following table shows the cost, 
depreciation, and depreciated cost of 
the properties used to serve the Albany 
Lighting Company: 

Transmission 
i Distribution 


System 
Clinton 


Dubuque 
to Clinton 


$567,346.62 
113,936.74 


Total 
$1,689.00 $4,201,655.03 
608.00 1,159,865.78 








Depreciated 


Original Cost $2,255,611.51 


such estimates were used in computing 
y@#ennual depreciation expense. The an- 
ual depreciation rate applicable to the 
Dubuque and Clinton generating sta- 
ions was determined to be 3.225 per 
ent, of the Dubuque-Clinton trans- 
ission line, 2.77 per cent, and the 


$331,686.86 


$453,409.88 $1,081.00  $3,041,789.25 
Operating Expenses 


The operating expense accounts of 
respondent are subdivided by districts 
and the accounts pertaining to the fa- 
cilities herein considered are in the Du- 
buque and Clinton districts. The ac- 
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countant’s examination with respect to 
direct costs of generation, transmis- 
sion, and distribution, was confined to 
those allocated to these districts. 

The accountant made an investiga- 
tion of all expenses for the month of 
July, 1937, and of general expenses 
and taxes for the year 1937. It was 
found that the accounting practices 
for the month of July were in proper 
compliance with the system of ac- 
counts and a spot check revealed that 
the method of recording during the 
balance of the year was substantially 
the same as the month of July. 

No exception was taken by the staff 
to the propriety of recorded direct 
costs of operation of the Dubuque 
plant ($419,950.53), or of the Clinton 
plant ($58,741.77). In the forego- 


ing figures there is included $1,326.88, 
constituting items disallowed as prop- 


er cost of additions and betterments 
during 1937, but allowed as proper ex- 
penses. 

Likewise, no exception was directed 
to the propriety of charges for direct 
cost of operating and maintaining all 
transmission lines in the Dubuque and 
Clinton districts. To such charges 
appearing on the books there was add- 
ed $676.64, representing operating 
costs erroneously charged to transmis- 
sion construction during 1937, result- 
ing in a total of $18,316.26 for direct 
operating and maintenance costs of 
the transmission lines in these two dis- 
tricts. The portion of this expense al- 
locable to the Dubuque-Clinton trans- 
mission line was determined on the 
basis of the ratio of the pole miles 
thereof to the total transmission line 
pole miles in these two districts. The 
53.75-pole miles in this line represent 
23.492 per cent of the total 228.8 pole 
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miles. On the basis of this ratio the 
direct operating and maintenance costs 
for the Dubuque-Clinton transmission 
line were found to be $4,302.88. 

The amount charged to operation 
and maintenance of the Clinton distri- 
bution system amounting to $14. 
958.57 was accepted except that an 
adjustment was made thereto for the 
difference between pole rentals paid 
and pole rentals received during the 
year, resulting in a deduction of $645.- 
50 from that amount. Operating and 
maintenance expenses were allocated 
to that portion of the system devoted 
to the service of Albany Lighting 
Company on the basis of the ratio be- 
tween the undepreciated original cost 
of the latter ($1,689) and that of the 
entire system ($584,759.87) ,* or 0.29 
per cent, before the deduction above 
described. From the amount resulting 
from such allocation ($43.38) there 
was deducted $12.23 deemed applica 
ble to services for which pole rentals 
were received, leaving a balance of 
$31.15. 

Of the expenditures for genera 
administrative expenses, totaling 
$351,769.86 for respondent’s entirg 
system, $56,572.11 (16.08 per cen 
of the total) was assigned by the com 
pany’s accountants to the Dubuque dis 
trict and $36,919.84 (10.49 per cen 
of the total) was assigned to the Clin 
ton district. The Commission’s ac 
countants found, however, that of tht 
aggregate of these amounts, $20, 
480.28 was not related to the opera 
tions of these districts and this sum 
was therefore excluded from genera 
expenses. The balance, $73,011.6 

4This amount is the original cost of t 


Clinton distribution property determined } 
the accountant. 
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was accepted as correct. This amount 
was allocated to generation, transmis- 
sion, distribution, and other functional 
divisions on the basis of the direct op- 
erating cost of each such division, with 
the following result: 


Generation 


Dubuque Disteict sce sesve cece eeees $22,944.06 
8,588.47 


Clinton Disthict © ..csecees 


The general expense of the trans- 
mission system was further prorated 
on the same basis (pole mile) as the 
direct expense, which results in an al- 
location to the Dubuque-Clinton line 
of $1,496,89 (23.492 per cent of total, 
supra.) The Clinton distribution gen- 
eral expense likewise was allocated on 
the same basis as was the direct ex- 
pense (0.29 per cent), resulting in a 
distribution thereto of $17.78. 

No accruals or payments had been 
made of taxes of a general nature. 
The taxes that had been paid could be 
assigned directly to individual proper- 
ties. The taxes applicable to the per- 
tinent facilities for the year 1937 are 
as follows: 


Generation: 
Dubuque: Plant csscecsece exten $60,590.50 
Clinton Plant 14,122.86 

Transmission: 
Dubuque-Clinton Line .. 

Distribution : 

Clinton System ..... seueuecaeut 


Total. ccc 


813.85 


12,459.25 
weteeceveresvencress $87,986.46 


The portion of Clinton distribution 
system taxes allocable to the service 
under consideration was computed on 
the basis of the original cost of distri- 
bution properties (0.29 per cent) and 
found to be $36.13. 

Depreciation expense for the year 
ended December 31, 1937, except for 
that portion of the Clinton distribu- 
tion system allocated to the service un- 
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der consideration, the amount of which 
was determined and fixed separately 
by the staff engineer, was computed at 
separate rates for each class of prop- 
erty arrived at in the manner described 


Other 


$18,206.64 
10,768.11 


Transmission Distribution 


$1,799.62 
4,572.30 $6,132.47 


hereinbefore. The results are set 
forth in the following table: 


$92,748.00 
20,489.00 
12,209.00 
75.00 


Dubuque Generating Station .... 
Clinton Generating Station 
Dubuque-Clinton Transmission Line 
Clinton Distribution System 


A summary of operating expenses 
and related kilowatt hours of utiliza- 
tion of the pertinent facilities for the 
year 1937 is as follows: [Table on 
page 14.] 

Due to the nature of the services 
rendered to Albany Lighting Com- 
pany, the expense of meter reading, 
billing, accounting, and collection costs 
in connection with the service here 
considered, are so small that they 
need not here be taken into account. 
Twelve dollars per annum would be 
sufficient to cover this expense.® 


Working Capital 


[6] Electric energy furnished by 
the company during the current month 
is billed to the customer as of the first 
of the succeeding month with a 15-day 
discount period. The full period be- 
tween the dates of rendition of service 
and the payment was adopted as the 
period of lag and the working capital 
required for this period (exclusive of 
fuel and other supplies) was deter- 





5 This amount was not included in the cal- 
culations of the accountant, but it was taken 
into account in arriving at the unit cost of 
energy deliveries. 
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mined to be 45/365 of operating costs, 
other than taxes which in this case do 
not require initial outlays of capital 
and depreciation which is a noncash 
expense. 

To the working capital so computed 
for generating plants there was added 
amounts sufficient to provide a six- 
weeks’ supply of fuel and a provision 
for the cost of necessary materials and 
supplies. 

The working capital so determined 
is as follows: 
$111,700.44 


18,119.98 
725.79 


6.03 
$130,552.24 


Dubuque Generating Plant 

Clinton Generating Plant 

Dubuque-Clinton Transmission Line 

Distribution Service to Albany 
Lighting Company 


Rate of Return 


[7] The record includes a compre- 
hensive rate of return study. This evi- 
dence includes a volume of some sey- 
enty pages, consisting of charts and 
supporting schedules, shows (1) gen- 
eral interest rates and yields; (2) util- 
ity interest rates and yields; (3) gen- 
eral economic conditions; (4) com- 
parative risk of utilities; and (5) ec- 
onomic factors pertaining to local con- 
ditions in the territory in which the 
respondent operates. Testimony was 
submitted in explanation of this data 
and to certain conclusions with re- 
spect thereto. 

This evidence clearly establishes the 
marked stability of earnings of utility 


OPERATING EXPENSES AND RELATED Kitowatt Hours oF UTILIZATION 
OF PERTINENT FACILITIES 


Direct 
Expenses 


$419,950.53 
58,741.77 


Gen 


Generation by Steam Power 
Dubuque Plant 


Clinton Plant 85 


Expenses 


$22,944.06 $60,590.50 
88.47 


Annual 
Depreciation Total 


$92,748.00 $596,233.09 
14,122.86 20,489.00 101,942.10 


eral 
Taxes 





Cost of Generation ... $478,692.30 


$31,532.53 


$74,713.36 $113,237.00 $698,175.19 





Kilowatt hours of Utilization 


Transmission 
Dubuque District 
Clinton District 


7,166.06 
11,150.20 


89,267,230 kw. hr. 


1,799.62 
4,572.30 





18,316.26 
14,013.38 


District Totals 
Portion Allocated Other 
Property 


6,371.92 
4,875.03 





Amount Allocable to 


Dubuque-Clinton Line .. 4,302.88 


1,496.89 


813.85 12,209.00 18,822.62 





Kilowatt hours of Utilization 


Distribution 
City of Clinton 
Less Pole Rental—Net .. 


14,958.57 
645.50 


Net Total ...... 14,313.07 


6,132.47 


17,668,509 kw. hr. 


12,459.25 








Portion Allocated to Albany 


Lighting Company 31.15 


17.78 


36.13 75.00 160.06 





Kilowatt hours of Utilization 


Total Expenses 
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103,470 kw. hr. 


$483,026.33 $33,047.20 $75,563.34 $125,521.00 $717,157.87 
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corporations as compared with those 
of railroads and industrial corpora- 
tions. With few relatively unimportant 
exceptions, the yields on bonds and 
interest rates are lower than they have 
been at any time since 1920. Moody’s 
Bond Yield Averages, based on bonds 
of 120 domestic corporations, compo- 
site and according to ratings, shows 
the present yield on bonds of the low- 
est rating set out therein (BAA) to 
be slightly over 5 per cent, with those 
of the highest rating (AAA) yielding 
about 3 per cent. The interest rate on 
four-to-six months’ commercial paper 
is at about 1.2 per cent and on 60-90- 
daytime loans about 0.7 per cent. 
Moody’s Bond Yield Averages, by 
groups, shows the average yield on 
public utility bonds to be about 3.6 
per cent, while those of the lowest rat- 
ing (BAA) are yielding about 4.6 per 
cent. The average price of new capi- 
tal, represented by industrial, railroad, 
and utility bonds (Moody’s and “F. 
P. C. Compilation Electric Operating 
Companies”) stands at about 3.5 per 
cent, the last having dropped from 
about 7.34 per cent in 1921. The Fed- 
eral Reserve Bank, Chicago, redis- 
count rate has dropped from 6 per 
cent to 14 per cent since 1920 and is 
now at the lowest point since 1918. 
Prevailing rates charged customers by 
banks in eight cities, including Chica- 
go, are about 3.4 per cent, and in New 
York city, 2.28 per cent. 

The index of Electric Energy Out- 
put (1926-100 per cent) shows that 
for 1938 the United States stood at 
157, west-north central states at 164, 
and the state of Iowa at 158. 


Yields on most recent (1935, 1936, 
1937, and 1938) issues of Iowa elec- 
tric utilities range between 3.79 per 
cent and 5.60 per cent, and at material 
reductions from previous similar is- 
sues. The cost of money to issuing 
companies, and the yields to the public 
on preferred stocks sold during the 
years 1935 to 1938 averaged for the 
former 4.50 per cent, 4.77 per cent, 
4.78 per cent, and 5.04 per cent, and 
for the latter 4.38 per cent, 4.62 per 
cent, 4.63 per cent, and 4.85 per cent, 
respectively. 

A study of respondent’s reports and 
records indicates that its present fin- 
ancial condition had been caused by 
factors which should not be given con- 
sideration in determining a reasonable 
rate of return to respondent. 

The evidence establishes that a rate 
of return of 6 per cent upon the rate 
base herein adopted will result in rates 
that clearly are just, reasonable, and 
compensatory to the respondent and 
just and reasonable to Albany Light- 
ing Company. 


Cost of Service to Albany Lighting 
Company 


The unit cost of generation, trans- 
mission, and distribution of the electric 
energy sold to Albany Lighting Com- 
pany, on the basis of operating ex- 
penses, and including a return of 6 
per cent on the respondent’s invest- 
ment in the facilities involved, plus 
working capital, all of which appear 
of record and are set out as follows 
(figures rounded to nearest dollar): 

32 PUR(NS) 





' FEDERAL POWER COMMISSION 


Operating Expenses and 


Return on Investment Amount 


Production—Dubuque and 
Clinton Plants: 
Direct Operating Expense ... 
General Expense 
Taxes 


$478,692.00 
31,533.00 
74,713.00 
113,237.00 


89,267,230 


Net Kitowatt Hours 


Generation Transmission Distribution Unit Cost 


(Mills) 


5.3625 
3532 
8370 

1.2685 





698,175.00 
$163,027.00 


Operating Cost 
Return (6% of $2,717,119) .. 


—_—. 


7.8212 
1.8263 





$861,202.00 


a 


9.6475 


—_—_—. 





Transmission: 
Dubuque-Clinton Line: 
Transfer from Production 
Kw. Hr. Losses 


.- - $183,009.00 


183,009.00 
4,303.00 
1,497.00 

814.00 
12,209.00 
27,248.00 


46,071.00 
$229,080.00 


Production Cost 

Direct Operating Expense .. 
General Expense 

Taxes 

Depreciation 

Return (6% of $454,136) ... 


Transmission Subtotal .... 
Total Production and 
Transmission 


Distribution: Commercial 

Circuit No. 3: 

Transfer from Transmission .. 

Kw. Hr. Losses 

Production and 
Transmission Cost 

Operating Expense 

General Expense 

Taxes 

Depreciation 

Return (6% of 1,087) 


Distribution Subtotal .... 


$1,422.00 


1,422.00 
31.00 
18.00 
36 00 
75.00 
65.00 


225.00 


Commercial Expense ... 12.00 


Total Cost to Albany 
Lighting Co. 
Motion to Dismiss for Want of Ju- 
risdiction 


[8, 9] Counsel for respondent 
moved to dismiss the proceedings for 
the reason that Interstate Power Com- 
pany was not subject to the jurisdiction 
of the Commission. The evidence 
shows that the operations of the re- 
spondent involve the exportation and 
sale and the importation and purchase 
of electric energy across state lines. 
32 PUR(NS) 


$1,659.00 


18,969,600 
1,301,091 


9.6475 
7104 


10.3579 
2435 
0847 
0461 
6910 

1.5422 


2.6075 
12.9654 


17,668,509 


109,678 12.9654 
6,208 : 

13.7431 
.2996 
1740 
3479 
7248 
.6282 


2.1745 
1160 


103,470 











16.0336 


Jurisdiction over the respondent as a 
public utility depends upon the own- 
ership or operation of facilities em- 
ployed in “the transmission of electric 
energy in interstate commerce” and 
“the sale of electric energy at whole- 
sale in interstate commerce.” An ex- 
amination of the record discloses that 
both of these factual conditions exist. 
Therefore, the Interstate Power Com- 
pany clearly is a public utility within 
the meaning of the Federal Power Act 
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and under the jurisdiction of this 
Commission. 

The record further indicates that 
the system of the respondent spreads 
into several states and is interconnect- 
ed. The facilities so tied together are 
regularly used in the sale of electric 
energy to the public. These facilities 
permit, in the regular course of busi- 
ness, energy originating outside of 
the state of Iowa to be introduced in- 
to Dubuque generating station. An 
exhibit prepared by a member of the 
Commission’s staff and introduced in 
evidence clearly indicates that energy 
was received from time to time over a 
period of years. Such an introduction 
of energy in the normal course of 
business indicates conclusively a dedi- 
cation of such facilities to interstate 
uses.® 

Sale of energy by respondent, In- 
terstate Power Company, to Albany 
Lighting Company, is unquestionably 
a sale at wholesale and in our opinion 
under these circumstances is a sale in 
interstate commerce. When the re- 
spondent puts electric energy into the 
transmission line of Albany Lighting 
Company at the point of interconnec- 
tion of their facilities, there is begun 
a continuous transportation thereof 
from the place of generation in the 
state of Iowa to the actual consumer 
in the state of Illinois. The passing 
of custody or title at intervening points 
without arresting the movement to 
the destination intended does not affect 


the essential nature of the business. 
Peoples Nat. Gas Co. v. Pennsylvania 
Pub. Service Commission, 270 US 
550, 554, 70 L ed 726, PUR1926D 
187, 46 S Ct 371; East Ohio Gas Co. 
v. Tax Commission (1931) 283 US 
465, 470, 75 L ed 1171, 51 S Ct 499. 

The sale of electric energy by the 
respondent to Albany Lighting Com- 
pany is a sale at wholesale of electric 
energy in interstate commerce as de- 
fined in § 201 of the Federal Power 
Act, and the respondent is engaged in 
the transmission and sale of electric 
energy in interstate commerce. The 
voluntary filing by the respondent of 
its rate schedule to Albany Lighting 
Company further confirms these con- 
clusions of Commission jurisdiction. 


The sale of electric energy herein 
involved, the facilities employed there- 
in, and the respondent company, are 
subject to the provisions of §§ 205 
and 206 of the Federal Power Act and 
to the jurisdiction of this Commission. 
Therefore, the respondent Interstate 
Power Company’s motion to dismiss 
for want of jurisdiction is denied. 


Motion to Dismiss for Insufficiency 
of the Record 


[10-12] Counsel for the respond- 
ent moved to dismiss the proceedings 
because the record as submitted by 
the staff was insufficient to permit 
any order fixing just and reasonable 
rates. It was contended that the bur- 
den of proof is on counsel for the 





® This does not mean, however, that such 
facilities must be deemed used and _ useful 
Property for the purpose of fixing just and 
reasonable rates. The testimony reveals that 
the Dubuque and Clinton generating stations 
are sufficient to supply all of the needs of 
Albany Lighting Company. If, in the ordi- 
nary course of business, the Interstate Power 
Company deems it advisable to inter-tie such 


[2] 


facilities and to introduce therein energy gen- 
erating outside the state of Iowa, such service 
is interstate commerce. For the purpose of 
determining just and reasonable rates, how- 
ever, only such facilities as are reasonably 
necessary to furnish the service in question 
in the normal course of operations need be 
considered as used and useful property. 
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Commission to show that the rates 
charged by the respondent are not 
just and reasonable; that counsel for 
the Commission has presented for 
the record no proof of reproduc- 
tion cost new of the _ properties 
devoted to the service of Albany 
Lighting Company ; that the Commis- 
sion had, by reason of its refusal of 
respondent’s application for a further 
continuance herein, deprived the re- 
spondent of the right, and made it im- 
possible for it to present such evidence ; 
that in the absence of such evidence 
there is not before this Commission 
substantial evidence as to the justness 
and reasonableness of the respondent’s 
present rates and there is, therefore, 
insufficient evidence upon which any 
new rate may be prescribed. 

There is no evidence of record of 
the reproduction cost new of the facil- 
ities involved. No basis, however, can 
be found for the contention that such 
evidence is necessary before the rea- 
sonableness of an existing, or of a 
proposed, rate may be determined by 
this Commission. 

In California R. Commission v. 
Pacific Gas & E. Co. (1938) 302 US 
388, 393, 82 L ed 319, 21 PUR(NS) 
480, 484, 486-488, 58 S Ct 334, the 
case came to the Supreme Court of the 
United States on appeal from a de- 
cree of the district court, permanently 
enjoining an order of the California 
Commission fixing rates to be charged 
for gas. The lower court’s decision 
rested solely upon denial of due proc- 
ess of law in that the Commission 
had prescribed the rates in question 
without taking into consideration the 
cost of reproduction new. The Su- 
preme Court held that the action of the 
32 PUR(NS) 


Commission did not deprive the com- 
pany of its constitutional rights. 
In its opinion the court said: 
“When the rate-making agency of 
the state gives a fair hearing, receives 
and considers the competent evidence 
that is offered, affords opportunity 
through evidence and argument to 
challenge the result, and makes its de- 
termination upon evidence and not 
arbitrarily, the requirements of pro- 
cedural due process are met, and the 
question that remains for this court, or 
a lower Federal court, is not as to the 
mere correctness of the method and 
reasoning adopted by the regulating 
agency but whether the rates it fixes 
will result in confiscation.” 
The court said further that: 
“Nor did the ruling with respect 
to the weight of evidence as to repro- 
duction cost leave the Commission 
without evidence of the value of re- 
spondent’s property. We have fre- 
quently held that historical cost is ad- 
missible evidence of value. For exam- 
ple, in the Los Angeles Case (289 US 
287, 77 L ed 1180, PUR1933C 229, 
241, 53 S Ct 637), we said that ‘no 
one would question that the reasonable 
cost of an efficient public utility sys- 
tem “is good evidence of its value at 
the time of construction”’ and that 
‘such actual cost will continue fairly 
well to measure the amount to be at- 
tributed to the physical elements of 
the property so long as there is no 
change in the level of applicable prices,’ 
And we added that ‘When 
such a change in the price level has oc- 
curred, actual experience in the con- 
struction and development of the prop- 
erty, especially experience in a recent 
period, may be an important check 
upon extravagant estimates.’ While 
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the court has frequently declared that 
‘in order to determine present value, 
the cost of reproducing the property is 
a relevant fact which should have ap- 
propriate consideration,’ we have been 
careful to point out that ‘the court has 
not decided that the cost of reproduc- 
tion furnishes an exclusive test’ and in 
that relation we have ‘emphasized the 
danger in resting conclusions upon es- 
timates of a conjectural character.’ 
And in the Los Angeles Case, supra, 
at p. 243 of PUR1933C, with the evi- 
dence before us which had been taken 
by the Commission and by the district 
court, we held that on that evidence it 
did not appear to be ‘unfair to the 
company, in fixing rates for the future, 
to take the historical cost as found by 
the Commission as evidence of the 
value of the companies’ structural 
property at the time of the rate order.’ 
In the instant case we cannot say that 


the Commission in taking historical 
cost as the rate base was making a 
finding without evidence and therefore 
arbitrary.” 

And further: 

“There is a further contention as 


to the burden of proof. But the ap- 
plicable rule is clear. Respondent is 
ina Federal court complaining of the 
constitutional invalidity of state-made 
rates and respondent is held to the bur- 
den of showing that invalidity by con- 
vincing proof.” 

In Los Angeles Gas & E. Corp. v. 
California R. Commission, supra, 289 
US at p. 304, PUR1933C, at p. 240, 
the court said: 

‘ We do not sit as a board 
of revision, but to enforce constitu- 
tional rights. but the judicial 
function does not go beyond the de- 
cision of the constitutional question. 


That question is whether the rates as 
fixed are confiscatory. And upon 
that question the complainant has the 
burden of proof and the court may 
not interfere with the exercise of the 
state’s authority unless confiscation is 
clearly established.” 

See also San Diego Land & Town 
Co. v. Jasper (1903) 189 US 439, 47 
L ed 892, 23 S Ct 571. 

The original cost of the facilities 
considered herein is good evidence 
of their value at the time of con- 
struction, and that, if it is neces- 
sary to determine the present “fair 
value” thereof such cost will con- 
tinue to measure such value so long 
as there is no change in the level 
of applicable prices. McCardle v. In- 
dianapolis Water Co. (1926) 272 US 
400, 410, 71 L ed 316, PUR1927A 
15,47 S Ct 144. If present reproduc- 
tion costs new do not differ from such 
original costs no advantage would be 
gained by encumbering the record with 
evidence with respect thereto. If pres- 
ent reproduction costs are lower than 
the original costs, the evidence there- 
of would be of no benefit to the re- 
spondent. If it was the contention of 
counsel for the respondent that pres- 
ent reproduction costs new are higher 
than the original costs of the facilities 
involved, and that the use of the latter 
as the basis upon which rates are to 
be established herein would result in 
confiscation, the burden of proof that 
such would be the result was clearly 
upon the respondent. Respondent of- 
fered no evidence to indicate or sug- 
gest that the original cost of the fa- 
cilities considered herein is not good 
evidence of their fair value or that 
there had been a change in the level 
of applicable prices that would reflect a 
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different rate base. Full opportunity 
was given respondent to introduce evi- 
dence and it refused to do so. 

However, if it were necessary or 
desirable for the determination of a 
fair and equitable base for the rates 
herein considered, to compare original 
costs with present reconstruction costs 
in order to determine which is the 
higher, the Commission takes judicial 
notice that the period during which 
most of such facilities were construct- 
ed (1925-1927) was one of relatively 
high prices. Evidence in the record 
pertaining to the rate of return demon- 
strates that lower cost levels exist to- 
day than during the period referred to 
above. 

Examination of the record discloses 
that the respondent has been afforded 
a fair hearing and that all constitu- 
tional requirements in that respect have 
been fully met. The record contains 


ample evidence for the determination 
of the reasonableness of the rates now 
charged by the respondent for service 
of electric energy to the Albany Light- 
ing Company, and to establish a fair 
and reasonable base therefor and rate 


theron. Therefore, respondent’s mo- 
tion to dismiss because of the insuff- 
ciency of the evidence must be denied. 


Findings 

Upon consideration of the orders, 
the evidence adduced, and the brief 
filed in the above-entitled matter, the 
Commission finds as follows: 

1, Interstate Power Company (Del- 
aware) is a corporation organized and 
existing under the laws of the state of 
Delaware, and is rendering electric 
public utility service in the state of 
Iowa and in the territory adjacent 
thereto. 
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2. Interstate Power Company 
(Delaware) sells and delivers electric 
energy to Albany Lighting Company, 
at a point within the state of Iowa, 
which is, in turn, sold at wholesale, 
and transmitted and delivered by the 
latter to the village of Albany, Illinois, 
for ultimate distribution to and con- 
sumption by the public therein. 

3. The sale of such energy by In- 
terstate Power Company (Delaware) 
to Albany Lighting Company is a sale 
of electric energy at wholesale in inter- 
state commerce within the meaning of 
the provisions of the Federal Power 
Act and Interstate Power Company 
(Delaware) is also otherwise engaged 
in the transmission and sale of electric 
energy in interstate commerce as de- 
fined therein. 

4. Interstate Power Company (Del- 
aware), the facilities thereof employed 
in the transmission and sale of electric 
energy to Albany Lighting Company 
and the rates charged therefor are 
within the jurisdiction of the Commis- 
sion as provided by the Federal Pow- 
er Act. 

5. The facilities of Interstate Pow- 
er Company (Delaware), used and 
useful in part for rendering service to 
Albany Lighting Company, include 
(1) the generating facility located in 
Dubuque; (2) the Dubuque substation 
and the transmission line running 
from Dubuque to the generating sta- 
tion at Clinton; (3) the generating 
plant at Clinton; and (4) the distribu- 
tion facilities from the Clinton gen- 
erating plant to the point of service to 
Albany Lighting Company. 

6. The original cost, as determined 
in this proceeding, less accrued depre- 
ciation of the facilities used and useful 
in part in rendering service to Albany 
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Lighting Company in 1937 was $3,- 
041,789.25 made up of (1) Dubuque 
generating plant, $2,255,611.51; (2) 
Clinton generating plant, $331,686.86 ; 
(3) Dubuque-Clinton transmission 
line, $453,409.88; and (4) the dis- 
tribution facilities in Clinton (after 
final allocation), $1,081. 

7. The working capital necessary 
for operating the facilities above 
named in 1937 was $130,552.24. 

8. The record herein contains suf- 
ficient evidence upon which this Com- 
mission may determine the reasonable- 
ness and justness of the rates charged 
by Interstate Power Company (Del- 
aware), and to determine and fix a 
just and reasonable rate for the sale 
of electric energy to the Albany Light- 
ing Company. 

9. The cost of 103,470 kilowatt 
hours sold by Interstate Power Com- 
pany (Delaware) to Albany Lighting 
Company during the year 1937, in- 
clusive of operating expenses, a rate 
of return of 6 per cent upon the rate 
base herein determined, and taking 
into consideration allowance for line 
losses, amounts to $1,659, which sum 
this Commission finds would consti- 
tute a just and reasonable charge. 

10. The sum of the charges collect- 
ed by Interstate Power Company 
(Delaware) for services rendered to 
Albany Lighting Company during 
1937 was $2,695.94. 

11. On the basis of our determina- 
tion of the cost of rendering service to 
Albany Lighting Company aforesaid, 
hereinbefore found, the rates and 
charges collected by Interstate Power 
Company (Delaware) from Albany 
Lighting Company in 1937 were $1,- 
037 in excess of just and reasonable 
trates and charges for such service. 


12. The rates and charges collect- 
ed by Interstate Power Company 
(Delaware) from Albany Lighting 
Company aforesaid were unjust and 
unreasonable. 

13. The reduced rates and charges 
directed to be filed by the order en- 
tered herewith are just and reasonable. 


An appropriate order of the Com- 
mission will be entered in accordance 
with this opinion and findings. 


DRAPER and MANLeEy, Commis- 
sioners, concurring: We concur in 
result only. 


ORDER 


Upon consideration of the orders 
previously issued in the above-entitled 
matter, the evidence of record, and 
the brief filed therein, the Commis- 
sion, having on this date made and en- 
tered its opinion No. 41, containing 
its findings of fact and conclusions 
therefrom, which opinion and findings 
are hereby referred to and made a part 
hereof; 


It is ordered by the Commission 
that : 

(1) Motion by respondent, Inter- 
state Power Company (Delaware), to 
dismiss for want of jurisdiction in this 
Commission be and the same is denied ; 

(2) Motion by respondent, Inter- 
state Power Company (Delaware), to 
dismiss for want of sufficient evidence 
of record be and the same is denied; 

(3) Interstate Power Company 
(Delaware) file with the Commission 
not later than December 20, 1939, and 
effective as to all bills regularly ren- 
dered on or after January 1, 1940, a 
new schedule of reduced rates and 
charges for the sale and delivery of 
electric energy to Albany Lighting 
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Company to supersede Interstate Pow- (4) On and after January 1, 1940, 
er Company FPC Tariff Number 1 the respondent, Interstate Power Com- 
and designed to yield annual gross rev- pany (Delaware), shall cease and de- 
enue of $1,659 on the basis of the sales sist from levying rates and collecting 
and delivery of 103,470 kilowatt hours charges in excess of those prescribed 
per year; in paragraph (3) hereinabove. 





CIVIL AERONAUTICS AUTHORITY 


Re Pan American Airways Company 


[Docket No. 37-401(E)-1.] 


Citizens — Airplane company — Proof of citizenship. 
1. An airplane company seeking a certificate was a citizen of the United 
States within the meaning of § 1 (13) of the Civil Aeronautics Act of 1938, 
where it appeared that such company was organized pursuant to the laws 
of the state of Delaware, that its officers and directors were citizens of the 
United States, that its parent company was organized within the United 
States, and that more than 75 per cent of the voting interest in the parent 
company was owned or controlled by citizens of the United States, p. 24. 


Certificates of convenience and necessity, § 61 — Prescriptive rights — Air carrier 
— Prior rights from Postmaster General. 


2. So long as there was in effect prior to the enactment of the Civil 
Aeronautics Act an authorization from the Postmaster General to serve 
a particular point, the Authority must include such point in a certifi- 
cate issued to an airplane company where its application is governed 
by the “grandfather” clause of the Civil Aeronautics Act, and _ this 
is true even though service was not rendered to such point during the 
“grandfather” period, and even though the air carrier did not request in 
its application the inclusion of such point in its certificate, such principle 
also applying where the points named in the air mail authorization are 
alternate terminal points, p. 26. 


Certificates of convenience and necessity, § 61 — Grandfather rights — Legislative 
intent — Temporary authorization. 
3. Congress, in enacting the Civil Aeronautics Act, did not intend that the 
granting of certificates under the “grandfather” clause should include cer- 
tificates of temporary duration, p. 26. 


Certificates of convenience and necessity, § 168 — Necessary proof — Grandfather 
rights. 

4. The proof required to sustain the issuance of a certificate upon the basis 
of operations during the “grandfather” period under § 401(e) (1) of the 
Civil Aeronautics Act differs from that required to sustain the issuance 
of a temporary certificate under § 401(d) (2), and proof under the former 
is not sufficient to warrant the issuance of a certificate under the latter, 
p. 26. 
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Certificates of convenience and necessity, § 101.2 eee Necessary proof — Public 


convenience and necessity. 


5. Proof of operations during the “grandfather” period cannot be substi- 
tuted for the proof of public convenience and necessity and of the fitness, 
willingness, and ability of an applicant for an air carrier certificate, such 
proof being required as a condition precedent to the issuance of a temporary 


certificate, p. 26. 


Certificates of convenience and necessity, § 168 — Presumption — Air carriers. 
6. Public convenience and necessity and fitness, willingness, and ability of 
an applicant for an air carrier certificate are not presumed, and an affirma- 
tive showing thereof must be made, p. 26. 


Certificates of convenience and necessity, § 53.6 — When required — Air carriers. 


7. An air carrier may not engage in air transportation unless there is in 
force a certificate authorizing the carrier to engage in such transportation, 


p. 28. 


[September 29, 1939.] 


EF vonaahgeie for certificate of convenience and necessity to be 
issued under § 401 (e) (1) of the Civil Aeronautics Act 
of 1938; granted. 


AppEARANCES: Henry J. Friend- 
ly, for applicant; Gerald B. Brophy, 
for Eastern Airlines, Inc.; Samuel E. 
Gates and Edward C. Sweeney, for 
the Civil Aeronautics Authority. 


By the AutHority: Pan Ameri- 
can Airways Company (of Dela- 
ware), on October 20, 1938, and with- 
in the statutory period, filed applica- 
tion pursuant to § 401 (e) (1) of the 
Civil Aeronautics Act of 1938, for a 
certificate of public convenience and 
necessity, as follows: 

“(a) For a permanent certificate 
for scheduled operations in foreign 
air transportation carrying passengers, 
property, and mail on a general route 
between New York, N. Y., or vicinity 
(including Port Washington) and 
Bermuda, with a right to substitute 
Baltimore, Md., or vicinity (Dun- 
dalk), or Charleston, S. C., as the 
terminal point in the United States; 

“(b) For a temporary certificate 


for scheduled operations in foreign 
air transportation carrying passengers, 
property, and mail on a general route 
between Baltimore, Md., or vicinity 
(Dundalk) and Bermuda, with inter- 
mediate stop at New York, N. Y., or 
vicinity (including Port Washing- 
ton), until such time as adequate and 
satisfactory facilities for general 
maintenance and overhaul of appli- 
cant’s aircraft and the housing of per- 
sonnel engaged therein become avail- 
able at applicant’s landing point in or 
near New York city, authorization for 
air transportation between Baltimore 
and New York being sought only for 
the carriage in foreign air transporta- 
tion of passengers and property (oth- 
er than United States mail) destined 
to or orginating in Bermuda.” 

Notice of intention to file such ap- 
plication was given to the public and 
to the air carriers included in a list is- 
sued by the Authority. Due notice of 
the public hearing thereon was given 
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by the Authority, and, on December 
28, 1938, such hearing was conducted 
before an examiner designated for 
such purpose by the Authority. 

Eastern Air Lines, Inc., which ren- 
ders interstate air transportation serv- 
ice between Baltimore, Maryland, and 
New York, New York, appeared by 
attorney at the hearing under Rule 4 
(b) of the Rules of Practice of the 
Authority, and stated its objection to 
the granting of a temporary certificate 
which might have a duration beyond 
the time when the facilities mentioned 
in applicant’s request for a temporary 
certificate become available at New 
York. 


The Application for a Certificate 
between New York and Bermuda. 


This application is governed by the 
so-called “grandfather” clause, § 401 
(e) (1) of the act, which provides that 
the Authority shall issue a certificate 
upon proof of the fact only that the 
applicant was an air carrier continu- 
ously operating as such (except as to 
interruptions of service over which it 
had no control) during the so-called 
“grandfather” period ? unless the serv- 
ice rendered by such applicant was in- 
adequate and inefficient. 

[1] Proof that the applicant was 
an air carrier involves, under the act, 
proof that during the “grandfather” 
period it was a citizen of the United 
States within the meaning of § 1(13) 
of the act. As proof that it was a citi- 
zen of the United States within the 
meaning of said section, applicant in- 
troduced evidence to show that it was 
a corporation organized pursuant to 
the laws of the state of Delaware; that 

1May 14, 1938, to August 22, 1938, the 
effective date of § 401. 
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during the “grandfather” period, the 
president and all of the officers and di- 
rectors thereof were citizens of the 
United States ; and all of its outstand- 
ing capital stock was owned or con- 
trolled by Pan American Airways 
Corporation, a Delaware corporation, 
its parent company. During said pe- 
riod the president of the applicant was 
also president of Pan American Air- 
ways Corporation and the boards of 
directors of the two companies were 
identical. The other officers of both 
companies were the same except that 
one officer of applicant did not hold 
office in the parent company. The evi- 
dence shows that during the “grand- 
father” period more than 75 percent- 
um of the voting interest in Pan 
American Airways Corporation was 
owned or controlled by citizens of the 
United States. The Authority accord- 
ingly finds that during the “grand- 
father” period the applicant was a citi- 
zen of the United States within the 
meaning of § 1(13) of the act. 

To prove that it was continuously 
operating as air carrier during the 
“grandfather” period (except as to in- 
terruptions of service over which it 
had no control) applicant introduced 
evidence that during the “grandfath- 
er” period it maintained scheduled 
operations twice weekly between Bal- 
timore, New York (Port Washing- 
ton), and Hamilton, and during this 
period all trips scheduled were com- 
pleted and only three changes from 
schedules were made, two of which 
were due to weather conditions and the 
other to necessary engine repairs; that 
persons, property, and mail were 
transported between New York and 
Hamilton and persons and property 
destined to or originating in Hamil- 
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ton were transported between Balti- 
more and New York. 

From the evidence in the record, it 
does not appear that the service ren- 
dered by the applicant during the 
“srandfather” period was inadequate 
and inefficient. 

The applicant requested a “perma- 
nent certificate” of public convenience 
and necessity authorizing it to engage 
in air transportation of persons, prop- 
erty, and mail. Therefore, the termi- 
nal and intermediate points to be in- 
cluded in the certificate to be issued, 
are controlled by § 401(e)(1)(B) of 
the act which provides that any certifi- 
cate issued under this section shall au- 
thorize the applicant to engage in air 
transportation between the terminal 
and intermediate points “between 
which it or its predecessor was author- 
ized by the Postmaster General prior 
to the effective date of this section, to 
engage in the transportation of mail.” 

Authority to transport mail was 
granted applicant pursuant to an air- 
mail contract awarded by the Post- 
master General on February 10, 1938, 
which designated the route as Foreign 
Air Mail Route No. 17. As of Aug- 
ust 22, 1938, applicant was authorized 
by the contract to carry mail “from 
New York, New York to Hamilton, 
Bermuda, and return ; except that serv- 
ice may be performed from Baltimore, 
Md., Norfolk, Va., or Charleston, S 
C., instead of New York when weath- 
er condition render it necessary. 


” 


During the “grandfather” period, 
mail was carried by applicant, in ac- 
cordance with the terms of the con- 
tract, between New York, New York 


and Hamilton, Bermuda.’ During 
this period, applicant did not transport 


nor was it authorized by the Post- 
master General to transport mail be- 
tween Baltimore and New York. 


Applicant operates into and out of 
Bermuda under a permit issued by the 
Governor and Commander-in-Chief 
of Bermuda on March 25, 1937, au- 
thorizing the carriage of passengers, 
goods, and mail between Bermuda and 
the United States. Such permit was 
issued following an exchange of notes 
between the governments of the Unit- 
ed States and the United Kingdom of 
Great Britain and Northern Ireland, 
and requires that applicant’s aircraft 
land at and use as a terminal point the 
customs airport serving Hamilton, 
Bermuda. 


An issue is raised in this proceed- 
ing as to whether the Authority should 
designate any particular point in Ber- 
muda as the foreign terminal point. 
Section 401(f) of the act provides in 
part as follows: 

a A certificate issued under 
this section to engage in foreign air 
transportation shall, in so far as the 
operation is to take place without the 
United States, designate the terminal 
and intermediate points only in so far 
as the Authority shall deem practica- 
ble, and otherwise shall designate only 
the general route or routes to be fol- 
lowed. sy 

In the proceeding for the isuance to 
applicant of a certificate of public con- 
venience and necessity for transatlan- 
tic service® we construed the aforesaid 
provisions of § 401(f) of the act. In 
the opinion in that proceeding we held: 

“The first portion of § 401(f) 
places upon us the express duty to des- 





2Re Pan American Airways Co., Docket 
No. 163, decided May 17, 1939, approved by 
the President May 18, 1939. 
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ignate the terminal points and the in- 
termediate points, if any, between 
which the air carrier is authorized to 
engage in air transportation, and the 
further sentence of that section above- 
quoted merely relaxes that require- 
ment by confining it to cases where the 
Authority finds it practicable to desig- 
nate the terminal and intermediate 
points outside the United States. The 
designation of such points lies within 
the discretion of the Authority. Not 
only do we find that in this case it is 
not impracticable to designate the for- 
eign terminals and the intermediate 
points, but we also find that it is suf- 
ciently practicable so to designate 
them. The certificate to be issued to 
the applicant should designate the ter- 
minal and intermediate points to be 
served by this air transportation serv- 
ice, whether or not they be within the 
territorial jurisdiction of the United 
States.” 

Hamilton is named as the foreign 
terminal point in the air mail con- 
tract and in the Provisional Letter of 
Authority issued by the Department 
of Commerce for this service. The 
government of Bermuda has desig- 
nated such point for clearance in Ber- 
muda and applicant has not utilized 
any other point in Bermuda since the 
commencement of its operation. The 
practicability of designating Hamil- 
ton as the foreign terminal point in 
Bermuda is amply sustained by the 
evidence. 

[2] The application for the cer- 
tificate between New York and Ber- 
muda requests that the carrier be giv- 
en “a right to substitute Baltimore, 
Md., or vicinity (Dundalk), or 
Charleston, S. C., as the terminal 
point in the United States.” No re- 
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quest is made therein for Norfolk, 
Virginia, as an alternate terminal 
point. The evidence shows that 
since the inauguration of the Ber- 
muda service, applicant has never 
used Norfolk or Charleston as ter- 
minal points. Both of said points, in 
addition to Baltimore, are designated 
in the air mail contract as alternate 
terminal points to be used instead of 
New York when weather conditions 
render their use necessary. 


Under our previous interpretations 
of § 401 (e) (1) (B) of the act, 
the Authority has determined that so 
long as there was in effect, prior to 
August 22, 1938, an authorization of 
the Postmaster General to serve a par- 
ticular point, the Authority is required 
to include such point in a certificate to 
be issued. This is true notwithstand- 
ing service was not rendered to such 
point during the “grandfather” period, 
and notwithstanding the air carrier 
did not request in its application the 
inclusion of such point in its certifi- 
cate.2 We are of the opinion that the 
principle stated in our previous deci- 
sions is also applicable to cases in 
which the points named in the air mail 
authorization are alternate terminal 
points. 


The Application for A Temporary Cer- 
tificate between Baltimore, New 
York, and Bermuda. 


[8-6] Applicant further requests 
a temporary certificate under § 401 





3 Re American Airlines, Certificate of Pub- 
lic Convenience and Necessity, Docket No. 
22-401-E-1, decided May 9, 1939; Re Western 
Air Express Corp. Certificate of Public Con- 
venience and Necessity, Docket No. 31-401- 
E-1, decided April 7, 1939; Re Northwest 
Airlines, Certificate of Public Convenience 
and Necessity, Docket No. 42-401-E-1, decid- 
ed March 14, 1939, 
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(e) (1) of the act, the “grandfather” 
section, “for scheduled operations in 
foreign air transportation carrying 
passengers, property, and mail be- 
tween the terminal point Baltimore, 
Md., or vicinity (Dundalk), and 
Bermuda, with intermediate stop at 
New York, N. Y., or vicinity (in- 
cluding Port Washington),” author- 
ization being sought only for the 
transportation of passengers and prop- 
erty (except United States mail) be- 
tween Baltimore and New York des- 
tined to or originating in Bermuda, 
“until such time as adequate and sat- 
isfactory facilities for general main- 
tenance and overhaul of applicant’s 
aircraft and the housing of personnel 
engaged therein become available at 
applicant’s landing point at or near 
New York city.” In effect, the au- 
thorization sought by the application 
for the temporary certificate is for the 


transportation, during this temporary 
period, of persons and property (other 
than United States mail) between Bal- 
timore and New York destined to or 


originating in Bermuda. The evi- 
dence shows that applicant, during 
the “grandfather” period, continu- 
ously operated over the route desig- 
nated in its application for a tem- 
porary certificate, and transported 
passengers and property between Bal- 
timore and New York (Port Wash- 
ington), destined to or originating in 
Bermuda, and is sufficient to sustain 
applicant’s rights to a “grandfather” 
certificate for such service under the 
provisions of § 401 (e) (1) (A) of 
the act. However, applicant made no 
request in its application for what 
might be termed a “permanent” cer- 
tificate for the service between Balti- 
more and New York, and both its ap- 


plication and the evidence show that 
applicant does not intend to make 
such operations a permanent part of 
its service. 

Evidence was introduced to show 
that while reserve engines and other 
equipment are maintained at Port 
Washington, the point from which 
applicant has hitherto served New 
York, the great bulk of equipment for 
general maintenance and overhaul of 
applicant’s aircraft is concentrated at 
Baltimore. Arrangements have been 
made and negotiations entered into 
for the use of the North Beach Air- 
port, located within New York city, 
as soon as facilities there are made 
available, at which time applicant pro- 
poses to move its maintenance equip- 
ment and personnel from Baltimore 
to North Beach. The evidence in- 
dicates that facilities at North Beach 
Airport should be completed by Janu- 
ary 1, 1940, and that said date would 
be reasonably suitable for the expira- 
tion of the authorization to render 
the service between Baltimore and 
New York. 

It is the opinion of the Authority 
that the Congress intended that tem- 
porary certificates of public conven- 
ience and necessity should be issued 
only under the provisions of § 401 
(d) (2) of the act, and did not in- 
tend that the granting of certificates 
of public convenience and necessity 
under the “grandfather” clause, § 401 
(e) of the act, should include certifi- 
cates of temporary duration. The 
provisions of § 401 (g) of the act 
make it clear that the only temporary 
certificates contemplated by the act 
are those to be issued under § 401 (d) 
(2) thereot. Section 401 (g) of the 
act provides in part as follows: 
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“Each certificate shall be effective 
from the date specified therein, and 
shall continue in effect until suspended 
or revoked as hereinafter provided, 
or until the Authority shall certify 
that operation thereunder has ceased, 
or, tf issued for a limited period of 
time under subsection (d) (2) of this 
section, shall continue in effect until 
the expiration thereof, unless, prior 
to the date of expiration, such certifi- 
cate shall be suspended or revoked as 
provided herein or the Authority shall 
certify that operations thereunder 
have ceased. .’ (Italics sup- 
plied.) 

The proof required to sustain the 
issuance of a certificate upon the basis 
of operations during the “grand- 
father” period under § 401 (e) (1) 
is obviously different from that re- 
quired to sustain the issuance of a 
temporary certificate under § 401 (d) 
(2), and proof under the former 
section is not sufficient to warrant the 
issuance of a certificate under the 
latter. Proof of operations during 
the “grandfather” period cannot be 
substituted for the proof of public con- 
venience and necessity and of the fit- 
ness, willingness and ability of an ap- 
plicant which are required as a con- 
dition precedent to the issuance of a 
temporary certificate under § 401 (d) 
(2) of the act. 

Public convenience and necessity 
and fitness, willingness, and ability of 
an applicant are not presumed, and 
an affirmative showing supporting 
such requirements must be made. The 
record does not contain evidence to 
support a finding of public convenience 
and necessity for such temporary op- 
erations as required by § 401 (d) (2) 
of the act. While this section is de- 
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signed to cover situations involving 
public convenience and necessity for 
limited periods of time, evidence of- 
fered by applicant in support of the 
temporary certificate indicates appli- 
cant’s private requirements rather 
than public convenience and necessity, 
We conclude, therefore, that the ap- 
plication for such temporary certifi- 
cate must be denied. 

By its failure to request in its ap- 
plication for a “permanent” certificate, 
authority to operate between Balti- 
more and New York, in view of ap- 
plicant’s expressed desire not to make 
such operations a permanent part of 
its service, applicant has relinquished 
whatever “grandfather” rights for 
such transportation it may have had 
under the provisions of § 401 (e) 
(1) (A) of the act. 


[7] Under § 401 (a) of the act, 


an air carrier may not engage in air 
transportation unless there is in force 
a certificate authorizing the carrier to 


engage in such transportation. How- 
ever, the proof adduced at the hear- 
ing shows that, pending the comple- 
tion of the North Beach Airport, it 
is essential for applicant to use the 
facilities maintained at Baltimore for 
the servicing, maintenance, and over- 
haul of its aircraft. We find that to 
deny applicant the authority to op- 
erate between Baltimore and New 
York pending the completion of a 
maintenance base at North Beach 
Airport, would impose an undue bur- 
den on applicant by reason of the un- 
usual circumstances affecting its op- 
erations and would not be in the pub- 
lic interest. 

We conclude, therefore, that the 
public interest requires that an order 
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be made exempting applicant, pursu- 
ant to the provisions of § 416 (b) 
of the act, from the requirements of 
§ 401 (a) thereof, in so far as such 
air transportation between Baltimore 
and New York is concerned, until 
January 1, 1940, or until such time 
prior thereto as adequate and satis- 
factory facilities for general mainte- 
nance and overhaul of applicant’s air- 
craft and the housing of personnel en- 
gaged therein become available at or 
near applicant’s landing area in New 
York city; and that such exemption 
shall extend only to the transporta- 
tion by air between Baltimore, Mary- 
land, and New York, New York, of 
passengers and property (except Unit- 
ed States mail) destined to or orig- 
inating in Bermuda. 

As to the application for a certifi- 
cate for the route between New York 
and Hamilton, we find that from May 
14, 1938, to August 22, 1938, the ef- 
fective date of § 401 of the act, the 
applicant was an air carrier continu- 
ously operating as such (except as to 
interruptions of service over which 


it had no control), and that it was 
authorized by the Postmaster Gen- 
eral prior to August 22, 1938, within 
the meaning of § 401 (e) (1) (B) of 
the act, to engage in the transporta- 
tion of mail between the terminal 
point New York, New York, and the 
terminal point Hamilton, Bermuda; 
and that under the authorization of 
the Postmaster General Baltimore, 
Maryland, Norfolk, Virginia, or 
Charleston, South Carolina, might be 
used as a terminal point instead of 
New York, New York, when weather 
conditions render it necessary. 

Applicant therefore is entitled to a 
certificate authorizing it to engage in 
air transportation with respect to per- 
sons, property, and mail between the 
terminal points named in the preced- 
ing paragraph. 

Appropriate orders in accordance 
with this opinion will be entered. 


Hinckley, Chairman, and Branch, 
Ryan, Mason, and Warner, members 
of the Authority, concurred in the 
above opinion. 
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City of Laclede 


William Matthes, Operating As Laclede 
Telephone Company 


[Case No. 9754.] 


Service, § 117 — Duty to serve — Adequacy of service. 
The operator of a public utility obligates himself to serve the public con- 
venience and necessity by furnishing the service commensurate with the 
needs of the community. 
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Return, § 36 — Reasonableness — Adequacy of service as a factor. 
Statement that the operator of a public utility system furnishing service 
commensurate with the needs of the community is entitled to a reasonable 
return on the fair value of the property used in furnishing that service, 
but that if he does not serve the public convenience and necessity, he is not 
entitled to such a return because it is not devoted to the use of the public 
in conformity with the spirit of the law governing such matters, p. 32, 
[October 17, 1939.] 


Ppermess against telephone service; improvement of service 
ordered and jurisdiction retained for further investigation 


By the Commission: This case is 
before the Commission upon the com- 
plaint of the city of Laclede, Mis- 
souri, against William Matthes, own- 
er of the telephone exchange and sys- 
tem located therein, and used in fur- 
nishing telephone service to the city 
and its inhabitants. 

The complaint states that at a meet- 
ing of the city council the Board de- 
cided to ask for a general investiga- 
tion of the conditions existing at 
Laclede. The complaint was signed 
by the mayor and five aldermen. Up- 
on receipt of the complaint, the Com- 
mission directed its telephone en- 
gineer to examine the telephone sys- 
tem used in furnishing the service, 
and call upon a number of the users 
of the service for the purpose of de- 
termining, if possible, the cause of the 
complaint and what should be re- 
quired to bring about the change or 
changes necessary to provide ade- 
quate or satisfactory service for that 
community. Accordingly, the en- 
gineer made a report of his investiga- 
tions. Thereafter the case was set 
for hearing at which time all interest- 
ed parties were given an opportunity 
to be heard. Following the hearing 
the case was submitted upon the rec- 
ord. 

The United States Census for 1930 
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shows that the population of Laclede 
is 644. It is located some 5 miles west 
of the city of Brookfield, both in Linn 
county, Missouri. The telephone sys- 
tem at Brookfield is owned and oper- 
ated by the Southwestern Bell Tele- 
phone Company, and it is through this 
exchange that toll service is furnished 
to the public by the telephone system 
at Laclede. The telephone system at 
Laclede, hereinafter called the Laclede 
system, is owned individually by 
William Matthes, who is in charge of 
its operation. 

The evidence shows that the users 
of the service furnished by the La- 
clede system are quite dissatisfied 
with the service they are getting and 
the treatment they get when com- 
plaining of the quality of the service. 
A number of witnesses appeared for 
the city at the hearing. These wit- 
nesses related different instances of 
unsatisfactory service, and without 
going into too much detail, their tes- 
timony may be described as all indi- 
cating a very poor quality of service, 
and badly disrupted public relations 
on the part of the management of the 
system. The report of the Commis- 
sion’s engineer filed in this case, 
shows that such relationship exists be- 
tween the patrons of the Laclede sys- 
tem and the management. As we 
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read his report, it appears that he took 
the precaution to learn from the 
patrons or the former patrons of the 
telephone systems owned by Mr. 
Matthes in near-by towns, of the 
service formerly had or received in 
those three towns, namely, Brecken- 
ridge, Mooresville, and Utica. At 
Breckenridge, the management has 
been changed of late by Mr. Mat- 
thes. Apparently the public was 
satisfied with his effort through the 
new management to give them satis- 
factory service. Previous to the 
present management, however, there 
was considerable dissatisfaction be- 
tween the public and the personnel of 
the Breckenridge system; and at 
Mooresville and Utica similar condi- 
tions existed, until Mr. Matthes re- 
leased the two systems entirely and 
abandoned operations in those two 
towns. That information was sub- 
mitted to the Commission for the pur- 
pose of showing that the public at 
Laclede is not any different from the 
public at other places, and the com- 
plaint may be taken as based upon 
the quality of the service and bad 
management of the telephone system, 
instead of prejudice against the owner 
of the Laclede system by the users of 
the service. 

One of the witnesses, the mayor of 
the city, testified at length concerning 
the difficulty he has had in attempting 
to get telephone service and the treat- 
ment he gets when he complains con- 
cerning the inadequacy of it. Other 
business men, some of them present 
users of the service, complain similar- 
ly. Others who have been users, but 
discontinued use of the service, state 
that formerly they were justified in 
taking the service because of the large 


number of persons with whom they 
could communicate by telephone, but 
now the number has decreased until 
the value of the service is diminished 
materially. The treatment they ex- 
perienced in attempting to get the 
service did not justify their continu- 
ing it. 

Mention is made of the fact that 
there are a number of rural residents 
south of Laclede who were former 
customers of the Laclede system not 
now connected. In Case No. 8941 
the Commission was called upon to 
investigate complaints of unsatisfac- 
tory service on the part of the cus- 
tomers residing south and southeast 
of Laclede. In their complaint they 
sought authority to get telephone serv- 
ice out of the exchange at Brook- 
field. That was denied, and Mr. 
Matthes instructed to make proper ar- 
rangements to furnish those custom- 
ers telephone service from his system 
without suffering the effect of any in- 
vasion on the part of the neighboring 
telephone system in rendering tele- 
phone service to residents logically lo- 
cated in the Laclede exchange area. 

The Commission’s engineer states 
in his testimony at the hearing that 
after examining the system he finds it 
is very poorly maintained, and the re- 
pairs when made, of temporary na- 
ture, instead of a more permanent 
character. It is not necessary to go 
further into the case to present the 
difficulty that exists. From the evi- 
dence that has been submitted it ap- 
pears that Mr. Matthes should im- 
prove the condition of his telephone 
system and put forth greater effort to 
establish better public relations be- 
tween the personnel who operate the 
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system and the users of the service. 
He was granted the privilege of pur- 
chasing the system for the purpose of 
rendering adequate service to that 
community. Under the law he took 
upon himself the obligation of serv- 
ing the public convenience and neces- 
sity by the furnishing of service 
commensurate with the needs of that 
community. The law requires if he 
does so he is entitled to a reasonable 
return on the fair value of the prop- 
erty used in furnishing that service. 
On the other hand, if he does not serve 
the public convenience and necessity, 
he is not entitled to a return on the 
value of the property used because it 
is not devoted to the use of the public 
in conformity with the spirit of the 
law governing such matters. There- 


fore, the Commission is of the opinion 
that it should retain jurisdiction of 
this case and direct Mr. Matthes to 
rehabilitate his system and put forth 
the effort required to establish proper 
public relations between him and the 
users of the service. A period of 
ninety days from this date should be 
sufficient time to bring about. that 
change, and if it cannot be shown at 
that time that he has made arrange- 
ments to properly serve the public, a 
further hearing will be held for the 
purpose of determining what further 
action should be taken, including the 
question of determining whether or 
not the present rates should be reduced 
until such time as adequate service 
can be secured for that community. 
It will be so ordered. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Village of ih Lake 


Milo R. Maltbie et al. 


(257 App Div 753, 15 NY Supp (2d) 491.) 


Return, § 100 — Confiscation — Municipal plants. 
1. A return of 4.29 per cent is considered confiscatory in determining the 
validity of a Commission order requiring a municipal electric utility to 


reduce its rates, p. 35. 
Return, § 18 — Municipal plants. 


2. A municipal plant is entitled, the same as a private utility, to a reasonable 
return upon all of its property used and useful in the public service, p. 35. 


Valuation, § 234 — Property excluded — Property used to serve Federal instt- 


tutions. 


3. The Commission, lacking jurisdiction over an electric service contract 
between a municipal plant and a Federal institution and operating properties 
in connection therewith, cannot include the value of such properties in a 


rate base, p. 35. 
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Valuation, § 234 — Municipal plants — Property included in rate base — Street 
lighting. 
4. Property used by a municipal electric plant to furnish lighting in the 
streets and municipal buildings should be included in the rate base, since pub- 
lic lighting comes within the scope of “public service” as the term is used in 
the requirement that a municipal plant is entitled to a fair return upon its 
property used and useful in the public service, p. 35. 


Appeal and review, § 48 — Commission rate order — Scope of review — Confisca- 
tion. 
5. The court, in reviewing a Commission order reducing rates charged by 


a municipal plant, is limited to the enforcement of constitutional rights, 
p. 36. 


Appeal and review, § 48 — Scope of review — Commission rate orders. 


6. The court, in reviewing a Commission order reducing rates charged by 
a municipal plant, will not substitute its judgment upon the facts for that 
of the Commission, but will only examine the facts to determine whether 
there is substantial evidence to sustain the determination, p. 36. 


Valuation, § 287 — Working capital — Expert evidence. 


7. A municipality cannot claim that a Commission order reducing rates to 
be charged by a municipal plant is confiscatory, where the Commission 
allowed for working capital the amount which the expert for the village 
claimed to be sufficient, although the experts for the Commission testified 
that a higher sum was required, that being the maximum amount, p. 37. 


Expenses, § 63 — Legal expenses — Amortization. 
8. The Commission, in determining future operating expenses of a munici- 
pal plant, as a basis for an order reducing rates, properly refused to spread 
the cost of a lawsuit relating to a power contract over a period of ten 
years, p. 37. 

Rates, § 648 — Orders — Municipal plants —Presumptions. 
9. A Commission order reducing rates of a municipal plant presumptively 
was not based upon evidence outside the record, p. 37. 

Appeal and review, § 41 — Scope of review — Weight of evidence. 
10. The weight to be accredited to opinion testimony with respect to future 
revenues of a municipal plant is entirely for the Commission, and an appel- 
late court has no power to reweigh that evidence and redetermine the credi- 
bility to be given thereto in a rate case, p. 38. 


(Crapser, J., dissents.) 
[November 1, 1939.] 


ree for order to review Commission order reducing 

rates to be charged by a municipal plant; determination 

annulled and matter remitted to take such action as indicated in 
opinion. 


- 

Argued before Hill, P. J., and APPEARANCES: Andrews, Mc- 
Crapser, Bliss, Schenck, and Foster, Bride & Fennell, of Syracuse, for pe- 
J). titioner-appellant; Gay H. Brown, of 
3) 33 32 PUR(NS) 
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Albany, for Public Service Commis- 
sion, respondents. 


Foster, J.: This is a review of an 
order of the Public Service Commis- 
sion dated March 30, 1938, as amend- 
ed by an order dated April 26, 1938, 
which directed petitioner’s municipal 
electric utility to establish, on or be- 
fore June 1, 1938, certain reduced 
rates set forth in the order, the effect 
of which was intended to reduce peti- 
tioner’s annual net income by the sum 
of $12,000. Petitioner contends that 
the reduction order is confiscatory of 
its property, in that it will deprive pe- 
titioner of a fair and reasonable re- 
turn thereon; and that the Commis- 
sion has committed error in certain 
other respects in arriving at its con- 
clusions. There is no substantial dis- 
agreement between the parties as to 


the figures covering the many differ- 
ent items involved, but there is serious 
disagreement as to the application of 
these figures. 

Petitioner began the operation of 
its plant in 1903, and for sixteen years 


operated it at a loss. This loss was 
paid either by direct assessments upon 
the taxpayers or from the general vil- 
lage fund. About 1920 it contracted 
with the United States Government 
hospital, a Federal reservation of 
some 140 acres located just outside 
the village, to supply it with electricity. 
From this time on petitioner began 
to show a profit and paid back to the 
village various sums for the relief of 
taxation. 

The utility serves the village of 
Tupper Lake for municipal purposes, 
and also the inhabitants of the village. 
In addition, it serves a rural district 
adjoining the village in the town of 
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Altamont, and also the Federal hos 
pital already mentioned. 

For convenience in arriving at th 
precise matters in dispute the operat 
ing properties of petitioner may be re 
stated and divided into the following 
four classes: 

(A) property within the villag 
used only for service to consumer 
therein; (B) property within the vil 
lage and used to furnish service i 
lighting the streets and village build 
ings; (C) property used for servic 
to consumers outside the village an 
in the town of Altamont; (D) prop 
erty used in furnishing service to t 
United States Government hospital, 

Petitioner contends that if the re 
duction of $12,000 is applied to i 
come derived from A, B, and C, t 
base rate will produce a return as lo 
as 4.29 per cent. The fair value o 
these properties as found by the Co 
mission is $145,461. Net annual i 
come therefrom is $18,241.81. Ate 
deducting $12,000, the amount of if 
earnings will be $6,241.81. The pet 
centage of return, therefore, will b 
4.29 per cent, which petitioner clai 
is confiscatory. It should be emphd 
sized here for the sake of clarity tha 
petitioner contends that these are t 
properties, the fair value of whid 
should constitute the rate base; and 
should also be noted that the propert 
used to furnish service to the Feder 
hospital is excluded. 

The Commission’s view is that t 
property devoted to lighting stre¢ 
and village buildings, which serves t 
village at cost, should be excludé 
from the base rate. It does not © 
tend that the property devoted to # 
service of the Federal governmé 
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the fair value of the property ap- 
plicable to general consumers inside 
and outside the village, that is, prop- 
erty heretofore classed under A and 
C, is $106,176. The net income is 
$18,156.60. Subtracting the reduc- 


ent on the valuation of $106,176. 

[1] Certainly this last-mentioned 
yercentage cannot be considered con- 
jsatory. If a return of 4.29 is con- 
sidered so, and the weight of authori- 
ty is apparently to that effect (West 
y Chesapeake & P. Teleph. Co. 
(1935) 295 US 662, 79 L ed 1640, 
$PUR(NS) 433, 55 S Ct 894; West 
Qhio Gas Co. v. Ohio Pub. Utilities 
Commission (1935) 294 US 63, 79 L 
d 761, 6 PUR(NS) 449, 55 S Ct 
16), then the nub of the controversy 
sto this phase of the proceeding is 


whether the street lighting properties 
should be eliminated as a part of the 


rate base. Their inclusion or exclu- 
sion marks the difference in the rate 
of return. 

Petitioner urges that it is entitled 
to fair and reasonable return upon all 
of its property used and useful in the 
public service (Boonville v. Maltbie 
(1936) 272 NY 40, 15 PUR(NS) 
46,4 NE(2d) 209; Public Service 
law, § 72), and that the street light- 
ig properties come within this defini- 
tion. It also claims, however, the 
right to exclude property used to fur- 
lsh service to the Federal govern- 


service which is 
roitable and not segregate that 
which is unprofitable.” By that which 
S unprofitable it means the street 


lighting properties, the service of 
which is furnished at cost. By that 
which is profitable is meant the prop- 
erties used to serve the Federal hos- 
pital. A distinction is sought to be 
made between taxpayers and general 
consumers. Thus, it is claimed by 
the Commission that the village, and 
therefore the taxpayers, are furnish- 
ing service to themselves, in lighting 
streets and public buildings, for 
which they pay only the cost, and in 
order to earn a return upon the prop- 
erties devoted to these purposes the 
set-up contended for by the village 
would require general consumers to 
pay the return over and above cost. 

[2-4] It is indisputable that as a 
matter of law a municipal utility is 
entitled, the same as a private utility, 
to a reasonable return upon all of its 
property used and useful in the public 
service. The question presented then 
is whether the property devoted to 
lighting streets and public buildings is 
used in public service, or whether only 
property used in furnishing service to 
general consumers is to be held useful 
in the public service. There is no 
precise authority on this point and a 
review of authorities alleged to bear 
upon it would be fruitless. It seems 
clear, however, reasoning from gen- 
eral principles, and a common-sense 
view of the purpose for which munici- 
pal utilities were created, that the 
Commission’s contention in this re- 
spect represents an ultra-refined dis- 
tinction. The service furnished by 
the street lighting properties, for in- 
stance, is not merely to taxpayers, 
but also to general consumers as well. 
The convenience, indeed, the necessity 
serves all. The light shines on the 
general consumer in the same manner 
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and for the same purpose that it shines 
upon the taxpayer. 

While it may be true that the vil- 
lage owes a duty to light the streets, 
if that be so considered, then it must 
also be considered that such duty de- 
volves upon the village in its govern- 
mental capacity, while as the owner 
of the plant it acts in a proprietary 
capacity. Such distinctions, however, 
are unnecessary. The term “public 
service” should be as broadly con- 
strued as the plain import the language 
carries, and under such construction 
public lighting is necessarily included 
thereunder. This determination ren- 
ders it unnecessary to discuss the ef- 
fect of the uniform accounting system 
upon the right of the village to charge 
more than cost for such service. 
Whether the Commission would have 
power to prescribe rates for village 


lighting we are not called upon to 
decide in order to determine the is- 


sues here. It seems doubtful that “an 
exemption excepting state, municipal, 
and Federal contracts,” would apply 
to a contract made between the vil- 
lage and itself, but it may be so in 
view of the distinction that can be 
technically drawn as to the capacity 
of ownership. 

Over the Federal hospital contract, 
and operating properties in connec- 
tion therewith, the Commission has 
no jurisdiction (Public Service Law, 
§ 66, subd. 12). It may be conceded 
that the elimination of such property 
creates an inequitable situation from 
a regulatory standpoint, but I fail to 
see what can be done about it so long 
as the exemption stands. If the Com- 
mission has no authority to fix rates 
in connection therewith, it follows as 
a logical corollary that it cannot in- 
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clude the value of the property used 
for such purpose as a base rate. It 
possesses only the power conferred 
upon it by statute. It does not, there- 
fore, possess the power, in order to 
equalize the situation, to disregard the 
rule that all property useful in the 
public service must be included in the 
rate base by discarding the street 
lighting properties. Lack of jurisdic- 
tion on the one hand cannot furnish 
a basis for the exercise of improper 
power as to the other. Smyth y, 
Ames (1898) 169 US 466, 42 L ed 
819, 18 S Ct 418; Seaboard Air Line 
R. Co. v. Railroad Commission 
(1907) 155 Fed 792. We reach the 
conclusion, therefore, that the Com- 
mission followed an erroneous theory 
in making the order complained of by 
refusing to include property devoted 
to lighting the public streets and 
buildings. 

The other issues involved are these: 
whether error was committed in fix- 
ing the working capital at $16,179 
or $17,500; whether it was error to 
disallow the spread of expense in the 
lawsuit known as the Paul Smith Case 
over a 10-year period; whether the 
Commission committed error in bas- 
ing its order for lowered rates upon 
evidence de hors the record; and 
whether due consideration was given 
to petitioner’s evidence of the effect of 
future business conditions upon its 
earning capacity. 

[5, 6] These issues must be ap- 
proached in the light of the rule that 
this court, on a review of this char- 
acter, is limited to enforcement of 
constitutional rights. Rockland Light 
& P. Co. v. Maltbie (1934) 241 App 
Div 122, 4 PUR(NS) 113, 271 NY 
Supp 858. We do not substitute our 
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judgment upon the facts for that of 
the Commission, and only examine 
the facts to determine whether there 
is substantial evidence to sustain the 
determination. New Rochelle Water 
Co. v. Maltbie (1936) 248 App Div 
66,15 PUR(NS) 32, 289 NY Supp 
388. 

[7] Petitioner claims that the Com- 
mission should have allowed for work- 
ing capital the sum of $17,500, that be- 
ing the maximum amount testified to 
byamember of the Commission’s staff. 
Asa matter of fact, however, the vil- 
lage’s expert testified that the sum of 
$16,170 was sufficient for working 
capital. It appears that the Commis- 
sion did not approve in all respects the 
methods used by this witness in ar- 
riving at his estimate, nevertheless it 
allowed for working capital the very 
amount he testified to. I fail to see, 


therefore, how this may reasonably be 
said to be a proper foundation upon 
which to base a claim for confiscation. 
It must also be considered in connec- 


tion with its contention that the 
amount of $17,500 was named as a 
maximum amount, and was said by 
the Commission’s expert to be $2,500 
higher than a private utility would be 
entitled to receive. In any event it 
clearly appears that the Commission’s 
decision in this regard was based upon 
conflicting evidence as to an issue of 
fact. 

[8] Petitioner also contends that 
the Commission erred in determining 
future operating expenses in that it 
did not spread the cost of the lawsuit 
over a power contract which the: vil- 
ge had with Paul Smith’s Company 
over a period of ten years. It appears 
that the Commission did make such 
a spread in connection with expenses 


incurred in 1937 with the defense by 
the village of a negligence case known 
as the Morrison Case. The action of 
the Commission in this regard was a 
proper exercise of discretion and 
judgment dealing with future possi- 
bilities that were wholly problematical. 
It is quite evident that the spread of 
the Morrison Case was made because 
of a real possibility of a recurrence of 
such a form of action. The same 
cannot be said, however, with relation 
to the lawsuit involving a contract 
with another power company. There 
is no evidence in the record, and there 
could not be from the very nature of 
the case, to indicate that expenses simi- 
lar to those experienced in connec- 
tion with the contract lawsuit would 
be incurred in the immediate future. 
We cannot say that the Commission 
acted arbitrarily or capriciously in 
this regard. 

[9] As to the Commission basing 
its order for lowered rates upon evi- 
dence outside the record, it appears by 
stipulation that the data referred to 
was before the Commission at the time 
this determination was made. Peti- 
tioner’s attorneys merely reserved the 
right to argue that such information 
was insufficient to enable the Commis- 
sion to determine that the rates pre- 
scribed would effect the amount of re- 
duction intended. The Commission 
has followed such a procedure for 
many years, and for the reason that 
until the Commission determines the 
amount of increase or reduction 
which is warranted by the evidence in 
a proceeding, it is unable to take any 
steps to determine what particular rates 
should be prescribed to effect such re- 
duction. The amount of reduction is 
not determined until the formal hear- 
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ings in the proceeding are closed, and 
the parties have been afforded an op- 
portunity to file their briefs setting 
forth their contentions as to the facts 
and the law. Petitioner makes no di- 
rect statement to the effect that the 
rates prescribed will effect a greater 
reduction than was intended by: the 
Commission. The presumption is 
that the determination of the Commis- 
sion was proper in this regard. Dar- 
nell v. Edwards, 244 US 564, 61 L 
ed 1317, PUR1917F 64, 37 S Ct 701. 
In so far as this point may be germane 
there is no valid reason to criticize the 
action of the Commission. 

[10] Petitioner claims that the 
Commission erred in not giving due 
consideration to its contention that fu- 
ture revenues would decline 10 per 
cent from those shown for 1937 be- 
cause of future business conditions. 
The evidence given on this matter was 
pure opinion testimony by an expert 


called in behalf of petitioner. The 
weight to be accredited thereto, espe- 
cially since it concerned future condi- 
tions and was therefore more or less 
speculative, was entirely for the Com. 
mission. This court has no power to 
reweigh that evidence and redeter- 
mine the credibility to be given there. 
to. 

The determination should be an- 
nulled on account of the erroneous ex- 
clusion of property devoted to the pub- 
lic use, as indicated in this opinion, 
and the matter remitted to the Com- 
mission. 

Determination annulled, with $50 
costs and disbursements, and matter 
remitted to take such action as indi- 
cated in opinion. 


Hill, P J., Bliss and Schenck, JJ., 
concur. 


Crapser, J., dissents and votes to 
confirm the determination. 
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Pacific Inland Tariff Bureau 


Ferd J. Schaaf, Bixectar of Department 
of Public Service 


[No. 


(— Wash —, 


27604.] 
95 P(2d) 781.) 


Rates, § 82 — Commission powers — Motor carrier tariffs. 
1. The Commission is authorized by statute to prepare and file a taril 
and to make it the exclusive official and legal tariff applicable to moto 
vehicle common carriers, since the legislature, in passing such act, intended 
that the tariff prepared by the Commission, should be the only official law 


ful tariff, p. 40. 
32 PUR(NS) 
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Constitutional law, § 17 — Vested rights — Public powers — Injuries. 


2. No one has a vested right to be protected against consequential injuries 
arising from a proper exercise of rights by others, and this rule is especially 
applicable to injuries resulting from the exercise of public powers, p. 41. 


Rates, § 3 — Constitutional limitations — Tariffs. 


3. The statute providing that the tariff prepared by the Commission shall 
be the only official, lawful tariff applicable to motor vehicle common carriers, 
placed only a consequential burden upon such carriers, and they have no 
constitutional right to complain of it, p. 41. 


Rates, § 3 — Constitutional limitations — Tariffs — Discrimination — Railroads 
— Motor carriers. 


4, The Commission, in permitting railroads who are common carriers of 
freight, to prepare and file their own tariff, which, when approved, becomes 
the official, lawful tariff, while at the same time it requires motor vehicle 
common carriers to adopt the tariff prepared by it as the only lawful tariff 
applicable thereto, is not violating the privileges and immunities clause of 
the Constitution, since there is a reasonable basis for a classification, 
p. 41. 


Highways and streets, § 2 — Powers of state — Regulation. 
5. The use of the highways for gain is an extraordinary use which the state 
may prohibit or regulate, p. 42. 

Highways and streets, § 2 — Powers of state — Regulation. 
6. The state, having the right to regulate or prohibit the use of its highways, 
may impose conditions upon that use, or authorize the same to be imposed, 
p. 42 

Rates, § 243 — Tariffs — Posting — Commission order. 
7. A Commission order requiring a copy of its tariff to be posted by motor 
vehicle common carriers at their principal offices, and at the main station 
where freight is regularly received for transportation, was not arbitrary 
or capricious, p. 42. 

[November 4, 1939.] 


ee from decree dismissing complaint in action seeking 

injunctive relief covering the matter of tariffs applicable to 

motor vehicle common carriers of freight and to require the 
Commission to file a tariff prepared by plaintiff; affirmed. 


> 


APPEARANCES: Neal, Brodie & matter of tariff applicable to motor 
Trullinger, of Olympia, and John M. vehicle common carriers of freight, 
Hickson, of Portland, Or., for appel- and to require the Department to file 
lant; G. W. Hamilton, Attorney Gen- a tariff prepared by the plaintiff. The 
tral, and Don Cary Smith, Assistant trial resulted in a decree dismissing 
Attorney General (Joseph Starin, of the complaint, from which the plaintiff 
Seattle, of counsel), for respondent. appealed. 

The appellant, Pacific Inland Tar- 

Main, J.: This action was brought iff Bureau, is a corporation organized 
etking injunctive relief covering the and existing under the laws of the 
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state of Oregon, and qualified to do 
business in this state. Its principal 
business is to serve as a tariff agency 
for numerous common carrier auto 
freight operators, which operators are 
engaged in the transportation of 
freight for hire over the public high- 
ways of this state, and adjacent states, 
in interstate and intrastate commerce. 
The appellant was employed by ap- 
proximately 127 motor vehicle opera- 
tors to compile and file tariffs, and 
these, when filed, if approved by the 
Department, would become the official, 
lawful tariff. That was the practice 
prior to 1937. During that year, the 
legislature amended Chap. 184, p. 883. 
of the Laws of 1935 (§ 6382-1la) by 
adding a new section following § 11 
thereof, to read as follows: 

“Section 1l-a. The Department is 


hereby vested with power and author- 


ity, and it is hereby made its duty, to 
make, fix, construct, compile, promul- 
gate, publish, and distribute tariffs 
containing a compilation of rates, 
charges, classifications, rules, and reg- 
ulations to be used by all common car- 
riers, as defined in this act, in this 
state. Such tariffs may be issued and 
distributed under rules and regula- 
tions to be adopted by the Department. 
Such compilation and publication shall 
be made by the Department as soon as 
possible after the effective date of this 
section, and may be made by compil- 
ing the rates, charges, classifications, 
rules, and regulations now in effect, 
and may be amended or altered from 
time to time after notice and hearing, 
by issuing and distributing revised 
pages or supplements to such tariffs in 
accordance with the orders of the De- 
partment. All such rates, charges, 
classifications, rules, and regulations 
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thus made effective by the Department 
shall be available to the public at eac 


riers, as defined in this act, operating 
within this state. Such compilatioy 
and publication shall be sold by the 
Department for not to exceed $10 pet 
copy. Supplements to such publica 
tions shall be furnished withoy 
charge: Provided, that copies may b¢ 
furnished free to other regulator 
bodies and departments of governmen 
and to colleges, schools, and libraries 
All copies of the compilation, wheth 
er sold or given free, shall be distrib 
uted under rules and regulations to b 
fixed by the Department.” Laws o 
1937, Chap. 166, p. 629, § 10. 

In pursuance of the authority giv 
en by this statute, the Department 
May 10, 1938, entered an order to th 
effect that, on and after July 15, 1938 
the tariff No. 5, which was the Depart 
ment’s tariff, should be the only law 
ful tariff governing the operation 0 
all common carriers to the extent co 
ered by the tariff, and that all othe 
tariffs governing the same operatio 
should be canceled as of the date o 
July 15, 1938. This order furthe 
provided : 

“Tt is further ordered, that eve 
common carrier whose operations a 
wholly or partly governed by t 
above-named tariff is required to put 
chase and post for public inspection i 
its principal offices and at the mai 
station or stations where freight 
regularly received for transportatid 
at least one copy of the Departme 
of Public Service Tariff No. 5 on¢ 
before July 1, 1938.” 

[1] The first question is wheth¢ 
the statute gives to the Departmel 
the right to prepare and file a tari 
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and make it the exclusive, official, and 
legal tariff. The section of the stat- 
te is extensive, but it seemed neces- 
ary to set it out in full. When the 
gatute is read and analyzed, it seems 
plain that the legislature intended 
that the tariffs prepared by the De- 
sartment should be the only official, 
hwful tariff. Prior to the passage of 
this statute, tariffs were filed by differ- 
ent tariff bureaus for different car- 
ters, there being twenty such bureaus. 
Sometimes tariffs were filed by the op- 
eator, all of which became lawful tar- 
ifs when approved by the Depart- 
ment. This situation gave rise to con- 
fusion, and it was difficult to deter- 
mine, sometimes, what bureau a car- 
rier had employed to file its tariff, or 
whether such carrier had any proper 
tariff on file with the Department. It 
vas to remedy this condition that the 
kgislature passed the act above set out. 


[2,3] The next question is wheth- 
et, if the statute be given the construc- 
tion indicated, it offends against the 
due process clause of the Fourteenth 
Amendment to the Federal Constitu- 


tion, USCA. It is contended that it 
does, because it tends to put a burden 
tpon the appellant which it did not 
lave prior to the passage of the stat- 
tte. The appellant had prepared tar- 
iff No. 7, which was the same, so far 
as tariff rate was concerned, as ap- 
peared in the Department’s tariff. The 
appellant had no vested right to have 
is tariff filed, and, even though the rul- 
ng of the Department did put a bur- 
den upon it, it does not necessarily fol- 
bw that the Department’s order should 
le set aside. The general rule is that 
t0 one has a vested right to be pro- 
tected against consequential injuries 
ising from a proper exercise of 


rights by others. This rule is especial- 
ly applicable to injuries resulting from 
the exercise of public powers. 

In Cooley’s Constitutional Limita- 
tions, 8th Ed., vol. 2, page 795, it is 
said: 

“It is a general rule that no one has 
a vested right to be protected against 
consequential injuries arising from a 
proper exercise of rights by others. 
This rule is peculiarly applicable to in- 
juries resulting from the exercise of 
public powers. Under the police pow- 
er the state sometimes destroys, for 
the time being, and perhaps perma- 
nently, the value to the owner of his 
property, without affording him any 
redress. The construction of a new 
way or the discontinuance of an old 
one may very seriously affect the val- 
ue of adjacent property; the removal 
of a county or state capital will often 
reduce very largely the value of all the 
real estate of the place from whence 
it was removed; but in neither case 
can the parties whose interests would 
be injuriously affected, enjoin the act 
or claim compensation from the pub- 
lic. The general laws of the state may 
be so changed as to transfer, from one 
town to another, the obligation to 
support certain individuals, who may 
become entitled to support as paupers, 
and the Constitution will present no 
impediment. . . .” 

The burden which the appellant 
claims was put upon it was consequen- 
tial, and it has no constitutional right 
to complain of it. 

[4] The next question is wheth- 
er the appellant has been denied any 
privileges or immunities which others 
may enjoy; and, in this connection, it 
invokes § 12 of Art. I of the Consti- 
tution of this state, which provides 
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that no law shall be passed granting 
to any citizen or class of citizens, or 
corporation, other thaa municipal, 
“privileges or immunities which, up- 
on the same terms, shall not equally 
belong to all citizens or corporations.” 
The particular complaint is that the 
Department, acting under the author- 
ity of the legislature, permits the rail- 
road companies who are common car- 
riers of intrastate freight, as well as 
interstate freight, to prepare and file 
their own tariffs, and these, when ap- 
proved, become the official, lawful tar- 
iff. There is a reasonable basis for 
the classification, even though both 
the railroads and the motor trucks are 
common carriers of freight. There 
are something over three thousand 
permit holders for the carrying of 
freight by motor vehicle, as compared 
with a very limited number (five ma- 
jor operators) of carriers by rail. In 


addition to this, the railroads operate 
under different conditions and with 
different problems. 

In Soon Hing v. Crowley (1885) 
113 US 703, 28 L ed 1145, 5 S Ct 
730, 733, it is said: 


“é 


The specific regulations 
for one kind of business, which may 
be necessary for the protection of 
the public, can never be the just 
ground of complaint because like re- 
strictions are not imposed upon oth- 
er business of a different kind. The 
discriminations which are open to ob- 
jection are those where persons en- 
gaged in the same business are sub- 
jected to different restrictions, or are 
held entitled to different privileges 
under the same conditions. 

[5-7] The next question is white 
er the Department’s order requiring 
copy of its tariff to be posted at the 
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places that the order mentions, was en- 
forcible against the carriers that the 
appellant represents. It must be re. 
membered that the motor vehicle car- 
riers operate entirely upon the high- 
ways of the state. The use of the high- 
ways for gain is an extraordinary use, 
which the state may prohibit or regu- 
late. The highways of the state are 
public property. 

In Prater v. Department of Public 
Service (1936) 187 Wash 335, 17 
PUR(NS) 327, 331, 60 P(2d) 238, 
241, it was said: 


“cc 


It may be said in passing, 
however, that they all recognize the 
underlying principle that the use of 
the highways for gain is an extraordi- 
nary use which the state may prohib- 
it or regulate. Packard v. Banton 
(1924) 264 US 140, 68 L ed 596, 44 
S Ct 257; Bradley v. Ohio Pub. Utili- 
ties Commission, 289 US 92, 77 L 
ed 1053, PUR1933C 259, 53 S Ct 
577, 85 ALR 1131; Stephenson v. | 
Binford (1932) supra [287 US 251, 
77 L ed 288, PUR1933A 440, 53 S 
Ct 181, 87 ALR 721]. In the latter 
case, the rule was stated as follows: 
“Tt is well established law that the 
highways of the state are public prop-| 
erty; that their primary and preferred 
use is for private purposes; and that 
their use for purposes of gain is spe- 
cial and extraordinary, which, gener- 
ally at least, the legislature may pro- 
hibit or condition as it sees fit.’” 
The state, having the right to regu- 
late or prohibit the use of its highways, 
may impose conditions upon that use, 
or authorize the same to be imposed, 
so long as the regulation is not arbi- 
trary or capricious. We find nothing 
in the regulations here involved which 
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could be said to be either arbitrary or 
capricious. 
The decree will be affirmed. 


Blake, C. J., and Millard, Robinson, 
and Simpson, JJ., concur. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Western New York Water Company 


[Case No. 4666.] 


Crossings, § 59 — Separation of grades — Incidental improvements — Relocation 


of water mains. 


A statutory provision for the inclusion of incidental improvements rendered 
necessary or desirable because of the elimination of a grade crossing and 
reasonably included in the engineering plans thereof does not authorize the 
inclusion of the cost of relocating privately owned water mains located in 
a public highway and so charging the cost of this work to the state and the 


railroad company involved. 


[November 15, 1939.] 


| aces by water company as to relocation of pipe line in con- 
nection with elimination of grade crossings; petition denied, 


APPEARANCES: Gay H. Brown, 
Counsel (by John T. Ryan, Assistant 
Counsel), for the Public Service Com- 
mission; Russell H. Neilson, New 
York city, Attorney for New York 
Water Service Corporation; Thomas 
R. Wheeler, Buffalo, representing 
Western New York Water Company ; 
F, W. Burleigh, Senior Grade Sepa- 
ration Engineer, Albany, for the State 
Department of Public Works; Grover 
R. James, Cleveland, Ohio, for C. E. 
Denney and John A. Hodden, Trustees 
of the property of Erie Railroad Com- 
pany; Herbert W. Smith, Associate 
General Solicitor, New York city, for 
Lehigh Valley Railroad Company; 
John E. Morrissey, General Attorney, 
New York city, for the Delaware, 


Lackawanna and Western Railroad 
Company. 


Burritt, Commissioner: <A hear- 
ing in the above matter was held at 
New York city on October 2, 1939. 
Briefs were filed on October 13, 1939. 
The Western New York Water Com- 
pany seeks to have included in grade 
crossing elimination costs, the cost of 
relocating its water mains in a public 
highway, the grade of which will be 
changed in accomplishing a highway- 
railroad elimination. 


The Facts 


By testimony and documentary ex- 
hibits (20 to 23 inclusive) the water 
company established the facts that 
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(1) it is authorized to construct a wa- 
ter plant and to use the public high- 
ways in the town of Cheektowaga to 
place its transmission and distribution 
mains; (2) the water system of this 
company has been approved by the 
water power and control commission, 
as required by law; (3) it has been 
formally notified by the district en- 
gineer of the state department of pub- 
lic works to remove its water mains 
from Union road, and to relocate 
them, so as to permit construction 
work on the elimination to be begun; 
(4) its principal 16-inch transmission 
main extending north from its Cheek- 
towaga booster pumping station lies 
in Union road under the tracks of 
the railroads in this proceeding and 
that through it the towns of Cheekto- 
waga, Amherst, and Tonawanda, and 
the villages of Kenmore and Williams- 
ville, lying north of the railroad tracks, 
and having a population estimated at 
about 65,000 persons, are supplied 
with about 65 per cent of the water 
(5 to 9 million gallons daily) used by 
them. 

The blue print plans for the elimi- 
nation which were received in evidence 
as Exhibits 24 and 24a, show that 
approximately 1,800 feet of this 16- 
inch main which extends from north 
to south in Union road must be moved. 
The maximum depth of the proposed 
cut for the Union road underpass is 
21 feet. The main now lays 34 to 4 
feet under the surface of Union road. 
It is therefore necessary to relocate 
the water company’s main. The elimi- 
nation plan makes no reference to the 
company’s water main. The company 
is simply required to take the main 
out of the highway at the underpass. 
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The Company's Contentions 


The company offered several exhib- 
its described as preliminary plans and 
profiles of proposed replacement of 
the water main and preliminary esti- 
mates of cost of replacing the water 
main. These exhibits were marked 
for identification. The plans were 
later received in evidence for the sole 
purpose of showing the nature and 
kind of the changes to be made in re- 
locating the mains as bearing upon the 
question of whether or not such relo- 
cation is an incidental improvement. 
All cost exhibits offered for the pur- 
pose of determining which is a proper 
or the best plan, were rejected. 


The company was reminded that 
the sole question before the Commis- 
sion on this hearing was whether or 
not this relocation of main is an in- 
cidental improvement, and it was ruled 
that the question of the best plan and 
the cost of relocations is not relevant 
or material until the main question 
has been determined, and that the 
plans are relevant only as showing the 
nature or character of the improve- 
ment. The company excepted to the 
ruling and rested its case on the offer 
of the plans and costs thereof and of 
testimony to show what it would be 
necessary to do, and their effect upon 
the company. Though again remind- 
ed that the purpose of the hearing 
was to receive proof on the question 
of whether or not the removal of the 
water mains is an incidental improve- 
ment under § 3 of Chap. 289 of the 
Laws of 1939, the company offered 
no further proof. 


Conclusion 


In my opinion the provision of the 
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Grade Crossing Elimination Act of of relocating privately owned. water 
1939 providing for the inclusion of mains located in a public highway and 
“incidental improvements rendered so charging the cost of this work to 
necessary or desirable because of such the state and the railroad company 
dimination, and reasonably included involved. The petition of the West- 
in the engineering plans thereof” does ern New York Water Company 
not authorize the inclusion of the cost should be denied. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Potter Development Company 


[Case No. 9461.] 


Interstate commerce, § 23 — What constitutes — Natural gas distribution — 
Supply from another state. 


1. The supplying of gas by a pipe-line company to a single customer, under 
contract, constitutes an intrastate operation when the gas comes through 
an intrastate connection with lines of other companies transporting the gas 
from another state, p. 45. 


Public utilities, § 39 — Gas supply company — Single customer — Contract serv- 
ice — Connections with affiliates. 


2. A company owning a pipe line and supplying, under contract with one 
customer in a city, natural gas obtained through a connection with an affiiat- 
ed company which also supplies a utility, a second affiliate of the pipe-line 
company, serving gas in the same city, is a gas corporation operating a gas 
plant and is a public utility subject to the jurisdiction of the Commission, 
and this is true even though part of the gas is delivered by the company 
in another state to a company for transportation through the various com- 
panies’ lines to the contract customer, being commingled with other gas in 
transit, p. 45. 


[November 16, 1939.] 


| geveieescnnie to determine whether a certain company is a pub- 
lic utility corporation subject to jurisdiction of Commission; 
company held to be subject to jurisdiction and proceeding closed. 


> 


Lunn, Commissioner : known as the New Penn Development 
[1,2] On February 18, 1938, the Company, is a public utility corpora- 
Commission, on its own motion, in- tion subject to the jurisdiction of this 
stituted this proceeding to determine Commission. 
whether the Potter Development Com- Potter Development Company, 
pany, a Delaware corporation, now hereinafter referred to as “Potter” or 
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“Potter Company,” sells natural gas 
to the Corning Glass Works, located 
at Corning, New York. 

The Corning Glass Works is sup- 
plied by means of a 9,000-foot pipe 
line owned by Potter, which extends 
from a connection with the pipe line 
of the Allegany Gas Company, an af- 
filiate, in New York state at Potter’s 
Whiskey Creek Regulator and Meter 
Station, to the pipe line of the Corn- 
ing Glass Works just outside the city 
of Corning. The Corning Glass Works 
is the only customer served by Pot- 
ter’s pipe line. In reaching the Corn- 
ing Glass Works, Potter’s line cross- 
es one state and one county high- 
way. 

The natural gas serving the Corn- 
ing Glass Works is taken from the 
Allegany Gas Company’s pipe line and 
is metered at the Glass Works. The 
Allegany Company’s line runs from a 
connection with the pipe line of the 
North Penn Gas Company in Penn- 
sylvania near the New York state 
boundary and, after joining with the 
Potter line at Whiskey creek, contin- 
ues on and supplies gas to a second af- 
filiate of Potter, the Crystal City Gas 
Company, which serves the city of 
Corning, New York. The Crystal 
City Gas Company is under the juris- 
diction of this Commission. Allegany 
Gas Company’s pipe line contains gas 
which has come through the pipe line 
of the North Penn Gas Company’s 
pipe line, as well as other gas taken in- 
to the Allegany’s pipe line before it 
reaches Potter’s connection at Whis- 
key creek, all of it being mingled to- 
gether. 

In Pennsylvania, Potter delivers gas 
into the pipe line of the North Penn 
Gas Company which conveys it to the 
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pipe line of the Allegany Gas Com- 
pany, the two pipe lines meeting, as 
already described, in Pennsylvania 
near the New York state boundary, 

A portion of the gas which Potter 
delivers in Pennsylvania to the North 
Penn Gas Company’s pipe line, it con- 
tends, is transported for it, for the 
use of the Corning Glass Works, by 
the North Penn Gas Company’s pipe 
line and the Allegany Gas Company’s 
pipe line, at an agreed price. The re- 
maining gas delivered by Potter in 
Pennsylvania to the pipe line of the 
New Penn Gas Company, and in turn 
to the Allegany Gas Company, is sold 
on delivery to the North Penn Gas 
Company’s line. The gas which is 
sold and the gas which Potter contends 
is transported for the use of the Corn- 
in Glass Works is mingled together 
in transit. 

From these facts I find that the 
supplying of gas by Potter to the Corn- 
ing Glass Works constitutes an intra- 
state operation and that the Potter 
Development Company is a gas corpo- 
ration operating a gas plant and is a 
public utility subject to the jurisdic- 
tion of this Commission. 

To hold otherwise invites wide- 
spread circumvention of the Public 
Service Law. Potter, by its arrange- 
ment with the Corning Glass Works, 
is doing what its affiliate, the Crystal 
City Gas Company, could not do with- 
out being subject to the regulatory 
powers of this Commission. If it were 
decided that the Potter Company is 
not a public utility, then any present- 
ly regulated utility company, by the 
formation of an entirely new corpora- 
tion, could effect an arrangement such 
as Potter has made without compli- 
ance with the Public Service Law. A 
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multitude of companies might be with regulated public utilities, without 
formed to undertake the supplying of _ restriction. 
gas under contract similar to the one I recommend that this proceeding 
ynder which Potter is supplying the be closed. An order to this effect is 
Corning Glass Works, in competition submitted. 





SECURITIES AND EXCHANGE COMMISSION 


Re West Penn Power Company 


[File No. 31-129, Release No. 1779.] 


Intercorporate relations, § 19.2 — Holding companies — Exemption. 


1. The amount of a holding company’s investment in its subsidiaries is not 
determinative of the question of whether it is predominantly a public utility 
company so as to entitle it to an exemption under the Holding Company 
Act, p. 51. 


Intercor porate relations, § 19.2 — Holding compames — Exemption. 


2. That a holding company derives only a small proportion of its income 
from equity securities of utility operating companies does not entitle it 
to be considered predominantly a public utility company so as to be exempt 
under the Holding Company Act, p. 51. 


Intercorporate relations, § 19.2 — Holding companies — Exemption. 


3. The Commission, in passing upon an application for exemption under 
the Holding Company Act, must consider the applicant’s position as it 
appears at the time of the hearing, not as it may be at some undetermined 
future date, p. 51. 


Intercorporate relations, § 19.2 — Holding companies — Exemption. 

4. The mere fact that a holding company, after exemption from the Hold- 
ing Company Act as a company which is predominantly a public utility 
company operating in one state and contiguous states, may be subject to 
many of the sections of the act because it is a subsidiary of a registered 
holding company, does not empower the Commission to grant it an ex- 
emption unless it comes within those provisions authorizing the granting 
of exemptions, p. 52. 


Intercor porate relations, § 19.2 — Holding companies — Exemption. 


5. A holding company is not entitled to exemption from the Holding Com- 
pany Act on the ground that it is predominantly a public utility company 
whose operations, as such, do not extend beyond the state in which it is 
organized and states contiguous, on the theory that its subsidiaries are, in 
effect, operating divisions of its own utility business, when these subsid- 
iaries are separately incorporated and the holding company, generally speak- 
ing, is not liable for the debts or other obligations of the subsidiary and 
they are financed in part by the issue of their own securities, p. 52. 


(MatueEws, Commissioner, concurs in separate opinion.) 
[November 8, 1939] 
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F genesis for an exemption under § 3 (a) (2) of the 
Public Utility Holding Company Act; denied. 


APPEARANCES: Daniel J. Dempsey, 
for the Public Utilities Division of the 
Commission; Sullivan & Cromwell, 
by Oliver B. Merrill, Jr., for West 
Penn Power Company. 


By the Commission: West Penn 
Power Company has filed an applica- 
tion for exemption as a holding com- 
pany under § 3 (a) (2) of the Public 
Utility Holding Company Act of 
1935. After appropriate notice a 
hearing was held before a trial exam- 
iner. Briefs have been filed; the filing 
of a trial examiner’s report and oral 
argument have been waived. 

West Penn Power Company (here- 
inafter referred to as the applicant) is 
a direct subsidiary of the West Penn 
Electric Company, a registered hold- 


ing company, and an indirect subsid- 
iary of American Water Works and 
Electric Company, Incorporated, also 
a registered holding company. The 
applicant itself controls a number of 
public utility companies and is there- 
fore a holding company within the 


meaning of the act. Its claim for ex- 
emption as a holding company under 
§ 3 (a) (2) calls for a demonstration 
that it is “predominantly a public util- 
ity company whose operations as such 
do not extend beyond the state in which 
it is organized and states contiguous 
thereto.” 

The applicant was organized under 
the laws of Pennsylvania on March 1, 
1916, and acquired, through a process 
of consolidation, the properties of 53 
electric light and power companies 
which were then controlled by West 
Penn Railway Company and West 


32,PUR(NS) 


¥ 


48 


Penn Traction Company, subsidiaries 
of American Water Works and Elec. 
tric Company. As an operating utili- 
ty company, the applicant renders elec- 
tric service in southwestern, central, 
and north-central Pennsylvania. The 
territory served covers approximately 
8,770 square miles with a population 
estimated at 1,070,000. The applicant 
owns generating stations which have 
a capacity of approximately 475,000 
kilowatts, and high-tension transmis- 
sion lines which extend for approxi- 
mately 1,500 miles. Among the more 
important generating stations are 
steam electric stations at Springdale, 
Pennsylvania (210,000 kilowatts), 
and at Windsor, West Virginia (90,- 
000 kilowatts ), and a hydroelectric sta- 
tion at Lake Lynn, West Virginia 
(50,000 kilowatts). 

The applicant has outstanding $56,- 
500,000 of first mortgage bonds and 
$29,707,700 par value of preferred 
stock. Almost all of applicant’s bonds 
and preferred stock are held by mem- 
bers of the public. Both the bonds and 
the preferred stock are listed on the 
New York Stock Exchange. None 
of the outstanding 2,775,000 shares of 
applicant’s no par common stock are 
held by the public. 

As a holding company, applicant 
has 14 subsidiaries. It owns all of the 
outstanding securities of West Virgin- 
ia Power and Transmission Company 
and Potomac Transmission Company, 
and owns 50 per cent of the common 
stock of the Beech Bottom Power 
Company, Inc.’ All three of these 


1 The remaining 50 per cent of the common 
stock of Beech Bottom Power Company, Inc, 
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companies are electric utility compa- 
nies. The Ohio County Fuel Com- 
pany, Allegheny Pittsburgh Coal Com- 
pany, West Penn Appliance Company, 
West Penn West Virginia Water 
Power Company, Windsor Power 
House Coal Company, and Windsor 
Coal Company are nonutility subsidia- 
ries of the applicant. All of the out- 
standing securities of the first three 
named companies are owned by the 
applicant. West Penn West Virginia 
Water Power Company is a wholly 
owned subsidiary of West Virginia 
Power and Transmission Company, 
which in turn, as pointed out above, 
is a wholly owned subsidiary of ap- 
plicant. The common stock of Wind- 
sor Power House Coal Company, like 
that of Beech Bottom Power Com- 
pany, Inc., is owned 50 per cent by 
the applicant and 50 per cent by the 
Ohio Power Company. All of the 
outstanding capital stock of Windsor 
Coal Company is held by Windsor 
Power House Coal Company. 

The officers and directors of Beech 
Bottom Power Company, Inc., Wind- 
sor Power House Coal Company, and 
Windsor Coal Company are officers 
or directors of the applicant, or the 
Ohio Power Company, or their parent 
companies. All of the officers and di- 
rectors of the other subsidiary com- 
panies described above are officers or 
employees of the applicant and the of- 
fies of such companies are located in 
the same building as the general offi- 
ces of the applicant. None of the 
above-described utility subsidiaries 
derive any revenues from the sale of 
power or commodities to the public, 


and none of them have securities out- 
standing in the hands of the public. 

The remaining utility subsidiary of 
the applicant, Monongahela West 
Penn Public Service Company® 
(sometimes hereinafter referred to 
as “Monongahela”), is a West Vir- 
ginia corporation. That company ren- 
ders electric light and power serv- 
ice in northern West Virginia; dis- 
tributes natural gas in four counties 
in West Virginia; and operates cer- 
tain waterworks, an electric railway 
system, and an ice plant in West Vir- 
ginia. Marietta Electric Company, 
West Maryland Power Company, and 
Monterey Utilities Corporation, sub- 
sidiaries of Monongahela, render elec- 
tric light and power service in the vi- 
cinities of Marietta, Ohio; Garrett 
county, Maryland ; and Monterey, Vir- 
ginia, respectively ; the remaining sub- 
sidiary, State Line Gas Company, dis- 
tributes natural gas in two counties in 
Pennsylvania. 

Applicant owns 583,999-23/25 or 
74.5 per cent of the 784,098 outstand- 
ing shares of common stock of Monon- 
gahela ; the balance is owned by Amer- 
ican Water Works and Electric Com- 
pany, Incorporated. Applicant ac- 
quired its interest in the common stock 
of Monongahela in 1932 in connection 
with the payment of an account pay- 
able due to it from the West Penn 
Electric Company, one of its parent 
companies. 

Monongahela has outstanding $22,- 
000,000 principal amount of first 
mortgage bonds, $7,500,000 principal 
amount of debentures, and $7,297,550 
par value of preferred stock, almost 





is owned by the Ohio Power Company, a non- 
afiliated company. 

®Monongahela West Penn Public Service 
Company has been granted an exemption as 


[4] 


a holding company under § 3 (a) (2). Re 
Monongahela West Penn Pub. Service Co. 
(1939) 4 SEC —, Holding Company Act 
Release No. 1706. 
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all of which is in the hands of the 
public. 

A plan of reorganization of Ameri- 
can Water Works and Electric Com- 
pany, Incorporated, which has been 
approved by this Commsision * under 
§ 11 of the act, provides for the re- 
sale by the applicant of its Mononga- 
hela common stock to the West Penn 
Electric Company for $7,000,000, the 
price at which the stock was acquired, 
and the transfer of the stock by the 
West Penn Electric Company to 
American Water Works and Electric 
Company, Incorporated. 

Monongahela has its own separate 
operating organization with general of- 
fices at Fairmont, West Virginia. None 
of its managing officers are officers or 
directors of the applicant although 
several directors of the applicant are 
also directors of Monongahela. 

We have recently set forth in Re 
Union Electric Co. (1939) 4 SEC —, 
Holding Company Act Release No. 
1621, 31 PUR(NS) 13, the stand- 
ards we deem controlling in the dis- 
position of applications under § 3 (a) 


(2). We there pointed out that, among 
the facts to be considered in determin- 
ing whether the applicant is “predomi- 
nantly a public utility company,” with- 
in the meaning of § 3 (a) (2) of the 
act, is the relative size of the subsid- 
iaries and their business as compared 
with that of the applicant. As of De- 
cember 31, 1937, the book value of 
the gross fixed utility assets of the ap- 
plicant was $108,558,135. As of the 
same date, the book value of the gross 
fixed utility assets of its utility sub- 
sidiaries was $50,903,093, or 46.89 
per cent of the book value of the plant 
of the applicant. During the year end- 
ing December 31, 1937, the utility op- 
erating revenues of the applicant 
(after elimination of intercompany 
sales) were $21,910,951. During the 
same period the utility operating reve- 
nues of its subsidiaries were $9,230, 
781, or 42.13 per cent of those of the 
applicant. Other comparative figures 
show that the business of the appli- 
cant’s subsidiaries is a substantial part 
of the business of the applicant’s en- 
tire system.® 





8 American Water Works & Electric Co. 
(1937) 2 SEC 972. 

4 The legislative history of the act supports 
the view that applications cannot properly be 
granted under this section where the assets 
or revenues of the subsidiary are a substantial 
portion of those of the parent. As stated in 
the Senate Report (74th Cong. Ist Sess. Rep. 
No. 621, p. 24), the authority for exemption 


under § 3 (a) (2) governs the type of case 
where “the company is itself a utility, being 
a holding company only in form by reason of 
the fact that it has one or more minor sub- 
sidiary utilities.” (Italics added.) 

The House Report contains similar lan- 
guage (74th Cong. Ist Sess. Rep. No. 1318, 
p. 10). 


5 The following comparative statistics appear in an exhibit introduced in evidence: 


Fixed gross utility assets 
Fixed net utility assets 


Investments in and advances to utility subsidiaries 
Utility operating revenues (after elimination of 


intercompany sales) 


Gross income (after elimination of interest and 


dividends from utility subsidiaries) 


Kw. hr. sold (after elimination of intercompany 


sales) 


Per Cent 
Utility (Subsidiaries 
Subsidiaries to Applicant) 
$50,903,093 
47,262,246 


Applicant 
$108,558,135 
94,409,678 
13,099,384 
21,910,951 
8,782,889 


1,490,484,405 


9,230,781 
2,996,991 
555,773,541 


* This percentage represents the proportion which the applicant’s investment in utility sub- 
sidiaries bears to the total of the applicant’s fixed gross utility assets and working assets. 
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[1, 2] Applicant seeks to detract 
from the force of the foregoing figures 
by urging that special weight be giv- 
en the fact that as of December 31, 
1938, its utility assets plus its work- 
ing capital amounted to $111,487,997, 
while its investment in its subsidiaries 
was only $13,099,384, or approximate- 
ly 11.75 per cent of the total of the 
two figures. We cannot, however, re- 
gard the latter figures as determinative 
of the question of whether applicant is 
“predominantly a public utility com- 
pany.” It is common knowledge that 
control over extensive operating fa- 
cilities may be obtained through a 
minimum of investment. See Report 
of the Federal Trade Commission to 
the United States Senate, 70th Cong. 
Ist Sess. Sen. Doc. No. 92, Part 72-A, 
p. 143; Hearings before the Commit- 
tee on Interstate Commerce, United 
States Senate, 74th Cong. Ist Sess. on 
S. 1725, p. 469. To rule that a hold- 
ing company is entitled to an absolute 
exemption because its investment in 
voting securities of public utility com- 
panies is less than its investment in 
utility assets, even though the former 
suffices to enable it to control the oper- 
ations of many companies, would open 


the way to an easy evasion of the pro- 
visions of the act. For, in many in- 
stances, it would be a relatively sim- 
ple task for holding companies to join 
their holding company activities and 
the activities of a utility operating com- 
pany in a single corporation. We can- 
not impute to the Congress an intent 
to afford this obvious escape from the 
provisions of the act.® 

For similar reasons, we cannot 
agree with the applicant that it should 
be granted an exemption because its 
gross income for its utility properties 
during 1937 was $8,782,889, while 
the interest and dividends which it re- 
ceived from its utility subsidiaries 
during that period were only $450,- 
077.7 Even though a holding com- 
pany derives a relatively small propor- 
tion of its income from equity securi- 
ties of utility operating companies, it 
may be able, by virtue of the equity 
securities which it holds, to control a 
far-flung system of utility properties. 

[3] Applicant argues, in effect. that 
we should disregard Monongahela for 
purposes of this application because 
the applicant has committed itself to 
the sale of the Monongahela stock 
which it holds.* But so far as appears 





6 Indeed, the Congress has expressly de- 
cared in § 1 (b) “that the national public 
interest, the interest of investors in the se- 
curities of holding companies and their sub- 
sidiary companies and affiliates, and the in- 
terest of consumers of electric energy and 
natural and manufactured gas, are or may 
be adversely affected— 

“(3) . .... when control of such com- 
panies (subsidiary public utility companies) 
is exerted through disproportionately small in- 
vestment.” 

Section 1 (c) states that “it is hereby de- 
clared to be the policy of this title, in accord- 
ance with which policy all the provisions of 
this title shall be interpreted, to meet the prob- 
lems and eliminate the evils as enumerated in 
this section. . 

7The earnings of applicant’s utility subsid- 
iaries during 1937 applicable to dividends and 


interest on securities owned by and advances 
from the applicant were $926,951. 

8 As previously shown, most of the bonds, 
debentures, and preferred stock of Mononga- 
hela are held by the public. The six onificance 
of this fact is clearly shown in the Union 
Electric Case, supra, 31 PUR(NS) at p. 19, 
where we stated: 

“Unlike the situation in some cases where 
exemptions have been granted, the present 
applicant does not own all of the securities of 
its subsidiaries. Mississippi River Power 
Company, for example, has been financed 
largely through the sale to the public of pre- 
ferred stocks, bonds, and debentures. As 
pointed out above, securities of this company 
and the other subsidiaries outstanding in the 
hands of the public aggregate approximately 
$8,500,000 in preferred stock and $20,200,000 
in debt. This public ownership of subsidiaries’ 
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from the record, no definite time for 
the sale has been set. In passing up- 
on an application under § 3 (a) (2), 
we must consider the applicant’s posi- 
tion as it appears at the time of the 
hearing, not as it may be at some un- 
determined future date. Of course, 
if conditions materially change after 
our disposition of the application, ap- 
plicant is free to apply for an exemp- 
tion on the basis of the altered facts. 

[4] The applicant makes the fur- 
ther argument that “even if the re- 
quested exemption be granted, West 
Penn will remain subject to the juris- 
diction of the Securities and Exchange 
Commission to the full extent pos- 
sessed by it in regard to subsidiaries 
of registered holding companies.” 
Our discussion in the Union Electric 
Case, supra, 31 PUR(NS) at p. 19 
meets this argument. There we stat- 
ed: 


“cc 


the mere fact that the ap- 
plicant may now be subject to many 
of the sections of the act does not em- 
power us to grant it an exemption as 
a holding company unless it comes 
within those provisions authorizing 


us to grant exemptions. It may be 
observed that several provisions of the 
Holding Company Act apply to regis- 
tered holding companies and not to 
their subsidiaries. For example, § 12 
(a) forbids ‘upstream’ loans by a sub- 
sidiary to its parent.” 

[5] Finally, applicant contends 
that the comparative statistics previous- 


ly set forth are not entitled to “any 
substantial weight” since they fail to 
give effect to the fact that the subsid- 
iaries, other than Monongahela, “are 
in effect operating divisions of West 
Penn’s own utility business.” A 
similar argument was made in the 
Union Electric Case. The considera- 
tions which moved us to reject that ar- 
gument in the latter case are relevant 
herein, and we quote from that opin- 
ion at length. We said in that case, 
31 PUR(NS) at pp. 20-23: 

“The applicant has urged that the 
close inter-relationship between itself 
and its subsidiary companies, and the 
fact that its subsidiaries are separately 
incorporated only because of the Illi- 
nois statute requiring that utility com- 
panies be incorporated locally, indicate 
that the corporate fiction should be dis- 
regarded and that the subsidiaries 
should be considered in effect merely 
departments of Union Electric Com- 
pany of Missouri. The facts, how- 
ever, make it clear that the subsidiaries 
are more than departments. General- 
ly speaking, the applicant is not liable 
for the debts or other obligations of 
the subsidiaries, and they are financed 
in part through the issue of their own 
securities. The applicant has obtained 
such privileges as limited liability and 
separate regulation by the respective 
states of incorporation and should not 
expect to obtain the advantages which 
it might possess if it directly conduct- 
ed its entire business.” 





securities makes it all the more essential that 
the parent company, which by ownership of 
equity securities actively controls and man- 
ages these subsidiaries, should be subject to 
regulation as a holding company. Congress 
evidently had such considerations in mind in 
enacting Clause (B) of § 3 (a) (3) which 
permits an exemption in certain cases if sub- 
stantially all the outstanding securities of sub- 
sidiaries are owned by the holding company. 
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Although the point was not discussed, our de- 
cision in Re Rockland Power & Light Co. 
(1936) (1 SEC 354) noted that all of the 
outstanding securities of that applicant’s sub- 
sidiary companies were owned by the parent.” 

“13 It is unnecessary to consider in this pro- 
ceeding whether the situation would be differ- 
ent if the applicant filed a legally effective 
instrument under which the applicant and 
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“Accordingly we are of the opinion 
that the assertion that the subsidiaries 
are mere departments of the parent is 
without merit and that we must con- 
sider the subsidiaries as corporations 
in their own right. 

“Applicant has in effect urged that 
in construing § 3 (a) (2) of the act 
consideration must be given to the 
physical interconnections of a holding 
company and its subsidiaries and to 
the reasons, whether based upon state 
laws or otherwise, underlying the sepa— 
rate incorporation of the subsidiaries. 
In other words, applicant would have 
us interpret clause (2) as if, at the 
end thereof, these words appeared: 
‘In considering whether this clause (2) 
is applicable, the operations of the 
holding company’s operating subsid- 
iaries shall be regarded as if they 
were part of the operations of such 
holding company, if the Commission 
finds (A) that all such subsidiaries 
are operating in states contiguous to 
the state in which such holding com- 
pany is itself operating and (B) that 
such holding company and such subsid- 
iaries form one integrated, physically 
interconnected operating system and 
(C) that such subsidiaries would prob- 
ably cease to exist were it not for (1) 
the provisions of the laws of such con- 
tiguous states prohibiting the holding 
company itself from operating in such 
states or (II) some other equally co- 
gent reasons.’ It is clear that such is 
neither the literal meaning of the lan- 
guage of clause (2) nor the meaning 
which would ordinarily be associated 
with its language. 

“Moreover, it is clear to us that 


such an interpretation is at variance 
with the expressed policy of Congress 
contained in the language of that sub- 
section. It is significant that in three 
of the codrdinate subsections of § 3 
(a), i. ec, (1), (3), and (5), Con- 
gress specifically referred to the op- 
erations, activities, or place of incor- 
poration of the subsidiaries of the 
holding company seeking exemption. 
On the other hand, in subsection (2) 
of § 3 (a) there is not a single word 
referring to subsidiaries. 

“That significant difference be- 
tween those subsections emphasizes 
the fact that the language of subsec- 
tion (2)—which is the only pertinent 
subsection in this case—requires the 
Commission, in passing upon a re- 
quested exemption under that subsec- 
tion, to confine its attention solely to 
the operations and place of incorpora- 
tion of the holding company itself. 
The exemption is to be granted under 
that subsection only if ‘such holding 
company is predominantly a public 
utility company (i. e., an operating 
company) whose operations as such 
(i. e., as an operating company ) do not 
extend beyond the state in which it is 
organized and states contiguous there- 
to.” Nothing is said in that subsection 
about a holding company having sub- 
sidiaries which are organized and op- 
erated in contiguous states. 

“Tf, then, we do not import into sub- 
section (2) criteria or language con- 
tained in other codrdinate subsections 
of the same section, and if we adhere, 
instead, to the literal meaning of sub- 
section (2) and give to its words their 
usual meaning, it is plain that under 





each of its operating utility subsidiaries as- 
sumed liability for all of the debts of the 
operating interconnected system, and subject- 
ed all parts of such system to suit and to 


state regulation everywhere within the field 
of operations. The applicant has not indi- 
cated any intention or willingness to assume 
such obligations.” 
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that subsection Congress intended us 
to ignore as irrelevant the place of op- 
eration of the operating subsidiaries 
of the holding company, and that we 
should in the instant case consider sole- 
ly whether the operations of Union 
Electric Company of Missouri itself, 
as an operating company, are confined 
to the state of Missouri and contigu- 
ous states. 


“In determining the intent of Con- 
gress in the use of the word ‘predomi- 
nantly,’ we are required to construe 
the statute according to a fair inter- 
pretation of its terms. In the absence 
of some considerations apparent upon 
the face of the statute or embodied in 
legislative history, unusual meanings 
of words must be avoided and ordi- 
nary definitions followed.“ It is true 
that, to avoid hardship or absurd con- 
sequences, which would defeat the ob- 
vious reasonable intention of the leg- 
islature, the language of a statute, in 
appropriate circumstances, may be giv- 
en an unusual construction. But there 
is no reason in this case for applying 


such a rule of statutory interpreta- 
tion; for, as above shown, it would 
make no substantial practical differ- 
ence in the result of our order, if we 
adopted applicant’s unusual interpre- 
tation of clause (2). While the prac- 
tical difference in the instant case 
would be virtually nil, such an inter- 
pretation should be avoided, lest, in 
some future case, not now before us, 
it should serve as a precedent compel- 
ling results, not now foreseeable, sub- 
versive of the congressional intent. 
Judicial history warns us that, when 
not necessary, it is unwise to leave the 
path of conservative normal interpre- 
tation and to go adventuring into the 


unusual.!® 


“In addition, the courts, in passing 
upon suggested interpretations of 
statutes, involving the importation of 
language not there found, have fre- 
quently repudiated such _interpreta- 
tions on the ground that, if such had 
been the legislative intent, “it would 
have been very easy to say so.’ The 
‘very-easy-to-say-so’ rule has peculiar 





“14 Among judicial decisions illustrating the 
rule that the usual meaning of statutory lan- 
guage must be followed are United States v. 
Missouri P. R. Co. (1914) 213 Fed 169, 173; 
Northern P. R. Co. v. United States (1914) 
213 Fed 162, 166, 168; Old Colony Trust Co. 
v. Commissioner of Internal Revenue (1937) 
301 US 379, 381, 81 L ed 1169, 57 S Ct 813. 
Thus in Old Colony R. Co. v. Commissioner 
of Internal Revenue (1932) 284 US 552, 560, 
76 L ed 484, 52 S Ct 211, the Supreme Court 
approved the statement made in Lynch v. 
Alworth-Stephens Co. (1925) 267 US, 364, 
370, 69 L ed 660, 45 S Ct 274, to the effect 
that the plain and obvious meaning of a 
statute is always to be preferred to ‘any 
curious, narrow, hidden sense that nothing 
but the exigency of a hard case and the in- 
genuity and study of an acute and powerful 
intellect would discover.’ 

“Other cases illustrating the rule that the 
courts will not import, by interpretation, pro- 
visions into a statute, are Echols v. Commis- 
sioner of Internal Revenue (1932) 61 F (2d) 
191, 192; Wabash R. Co. v. United States 
(1910) 101 CCA, 133, 178 Fed 5, 11; Cami- 
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netti v. United States, 242 US 470, 485, 489, 
61 L ed 442, 37 S Ct 192, LRA1917F, 502, 
Ann Cas 1917B, 1168; United States v. Gold- 
enberg ae? 168 US 95, 102, 42 L ed 394, 
13S Ct 

“15 Tn ba field of government, as well as 
in the field of science, the so-called ‘law of 
parsimony’ should govern: One should, or- 
dinarily, not use an elaborate method of ac- 
complishing a result when a simpler method 
is available. Thus modern science, instead of 
adapting by elaboration the Ptolemaic theory, 
adopted similar methods of explaining the 
movements of the heavenly bodies. Cf. as to 
recent developments in physics, Bridgman, 
The Logic of Modern Physics. And so here: 
the direct route to the conclusion in the in- 
stant case is preferable to the circuitous 
route urged. by the applicant which would 
in effect arrive at substantially the same con- 
clusion.” 

“16 See, for example, Farrington v. Ten- 
nessee (1878) 95 US 679, 689, 24 L ed 558; 
Union National Bank v. Matthews (1879) 98 
US 621, 627, 25 L ed 188; Baltimore & P. R. 
Co.-¥. Grant (1879) 98 US 398, 403, 25 L ed 
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pertinence as applied to subsection 
(2). For elsewhere in this very stat- 
ute, as for example in § 11 (b) (1), 
Congress explicitly made the existence 
of an integrated or physically inter- 
connected operating system an impor- 
tant relevant fact, and an ‘integrated 
public utility system’ is expressly de- 
fned in § 2 (a) (29). Plainly if 
Congress had intended to make physi- 
cal interconnection a relevant criterion 
under subsection (2) of § 3 (a) it 
had at hand in § 2 (a) (29) the pre- 
cise words of art to express that in- 
tention. It is significant, therefore, 
that no such definition was used in § 3 
(a) (2).” 

In our opinion, it clearly appears 
that the applicant is now in a substan- 
tial sense a holding company, and can- 
not be held to be predominantly a pub- 
lic utility company. 

An order will be entered denying 


the application.® 


By the Commission, Commissioner 
Mathews, concurring (see concur- 
ring opinion attached). 


MaTHEws, Commissioner, concur- 


ring: I agree that the operative facts 
require that the application of West 
Penn Power Company for an exemp- 
tion under § 3 (a) (2) of the act be 
denied. While the applicant and its 
subsidiaries constitute an integrated 
public utility system,’ it does not ap- 
pear that the holding company rela- 
tionships between applicant and its 
subsidiaries are incidental to the op- 
eration of a single operating system. 
Monongahela, one of the applicant’s 
subsidiaries, is a separate utility enter- 
prise; it has its own operating organi- 
zation and its own general offices. The 
operating relationships between appli- 
cant and Monongahela consist only of 
the purchase, sale, and interchange of 
energy over their interconnected trans- 
mission systems. In all likelihood, 
those operating relationships would 
continue unchanged even if each com- 
pany were to become part of a differ- 
ent system. This case, therefore, is 
unlike the Union Electric Case, Hold- 
ing Company Act Release No. 1621, 
supra, where the evidence indicated 
that all of the utility subsidiaries of 
Union Electric Company of Missouri 





231; Vicksburg, S. & P. R. Co. v. Dennis 
(1886) 116 US 665, 670, 29 L ed 7/0, 6S Ct 
625; United States v. Chase (1890) 135 US 
255, 259, 34 L ed 117, 10 S Ct 756; United 
States v. Koch (1889) 40 Fed 250, 252 

Harrington v. Herrick (1894) 64 Fed 468. 
471; Central Real Estate Co. v. Commissioner 
3 dnternal Revenue (1931) 47 F (2d) 1036, 

7 jae 


8 As we pointed out in the Union Electric 
Case, supra, little labor and expense are in- 
volved where a subsidiary of a registered 
holding company must itself file various re- 
ports and documents required from registered 
holding companies under the provisions of the 
act. In that case (31 PUR(NS) at p. 20), 
we said: 

. in view of the fact that srecticaly 
all of such information is required to be fur- 
nished by registered holding companies with 
respect to their subsidiaries, most of the in- 
formation required as a result of the denial 
of the exemption with respect to Union Elec- 


tric can be supplied through incorporation by 
reference to the statements and reports of its 
parent, the North American Company, pur- 
wraty the instructions on Forms U-5-B and 

“Since the filing of this application, the 
Commission has adopted Rules U-SB-2 and 
U-144, which make it unnecessary for regis- 
tered holding companies which are themselves 
subsidiaries of other registered holding com- 
panies to file formal reports of the character 
otherwise required, and permit in lieu thereof 
the filing of certificates adopting the informa- 
tion filed by the parent company. The effect 
of these new rules is to remove any possible 
burden with respect to reports upon the ap- 
plicant which is not made necessary by the 
statutory requirements for the purpose of 
protecting the public interest and the interests 
of investors and consumers.” 

10 See American Water Works & Electric 
Co. (1937) 2 SEC 972. 


32 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


are part and parcel of a single operat- tem transcends state lines, thereby ne- 
ing system, and probably would have cessitating compliance with the laws 
been operated as a single corporation of various states governing the right 
were it not for the fact that the sys- to hold franchises. 
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Re Potomac Edison Company 


[File No. 31-122, Release No. 1789.] 


Intercorporate relations, § 19.2 — Holding companies — Exemption — Factors 
considered. 
1, The Commission, in passing upon an application for exemption under 
§ 3 (a) (2) of the Holding Company Act, must consider the relative size 
of the subsidiaries and their business as compared with the size and busi- 
ness of the applicant, p. 57. 


Intercorporate relations, § 19.2 — Holding companies — Exemption. 
2. The availability of an exemption under the Holding Company Act does 
not turn upon whether or not the holding company and its subsidiaries 
form a single integrated system, p. 58. 


Intercorporate relations, § 19.2 — Holding company — Exemption. 
3. The fact that a holding company’s investment in its electric utility assets 
exceeds its investment in its utility subsidiary is not determinative of the 


question whether it is predominantly a public utility company so as to 
entitle it to an exemption under the Holding Company Act, p. 61. 
Intercorporate relations, § 19.2 — Holding company — Exemption. 
4. The fact that the income of a holding company from its electric opera- 
tions has exceeded the income which it has received from its utility sub- 
sidiary is not determinative of the question whether it is predominantly 
a public utility company so as to entitle it to an exemption under the Hold- 
ing Company, p. 61. 
Intercorporate relations, § 19.2 — Holding company — Exemption. 
5. The mere fact that a holding company, after exemption from the Hold- 
ing Company Act as a company which is predominantly a public utility 
operating in one state and contiguous states, may be subject to many of 
the sections of the act because it is a subsidiary of a registered holding 
company, does not empower the Commission to grant it an exemption 
unless it comes within those provisions authorizing the granting of ex- 
emptions, p. 62. 


(MatueEws, Commissioner, dissents. ) 
[November 14, 1939.] 
ce for exemption as a holding company under the 
Public Utility Holding Company Act; denied. 
32 PUR(NS) 56 
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APPEARANCES: Daniel J. Dempsey, 
for the Public Utilities Division of the 
Commission; Sullivan & Cromwell, 
by Oliver B. Merrill, Jr., for Potomac 
Edison Company. 


By the Commission: Potomac 
Edison Company has filed an applica- 
tion for exemption as a holding com- 
pany under § 3 (a) (2) of the Pub- 
lic Utility Holding Company Act of 
1935 (15 USCA, § 79c). After ap- 
propriate notice a hearing was held 
before a trial examiner. Briefs have 
been filed and by stipulation the filing 
of the trial examiner’s report and oral 
argument have been waived. 

The applicant, a Maryland corpora- 
tion organized on December 31, 1923, 
is a direct subsidiary of the West 
Penn Electric Company, a registered 
holding company, and an indirect sub- 
sidiary of American Water Works 


and Electric Company, Incorporated, 
also a registered holding company. 
The applicant itself controls a number 
of public utility companies and is 
therefore a holding company within 


the meaning of the act. Its claim for 
exemption as a holding company un- 
der § 3 (a) (2) requires that it show 
that it is “predominantly a public util- 
ity company whose operations as such 
do not extend beyond the state in 
which it is organized and states con- 
tiguous thereto.” 

As an operating utility company, the 
applicant renders electric service in a 
territory embracing substantially all of 
western Maryland. It also supplies 
artificial gas in Frederick, Maryland, 
steam heat in Cumberland, Maryland, 
and operates city bus service in Ha- 
gerstown and Cumberland, Maryland. 

As of December 31, 1938, the ap- 


plicant had outstanding in the hands 
of the public $16,981,000 principal 
amount of first mortgage bonds and 
$6,378,450 par value of preferred 
stock. All of the 120,000 shares of 
its no par common stock are owned 
by the West Penn Electric Company. 

As a holding company, applicant has 
seven subsidiaries: Northern Vir- 
ginia) Power Company, Potomac 
Light and Power Company, South 
Penn Power Company, Franklin 
Transmission Company, Blue Ridge 
Transportation Company, Braddock 
Heights Water Company, and Po- 
tomac Acceptance Corporation. The 
first four named companies are elec- 
tric utility companies; the last three 
named companies are nonutility com- 
panies. All of the outstanding securi- 
ties of those companies are owned by 
the applicant with the exception of the 
securities of the Potomac Light and 
Power Company. While applicant 
owns all of the common stock of the 
latter company, it holds only 1,322 
shares of the outstanding 3,500 shares 
of preferred stock of that company; 
the remaining 2,178 shares are held 
by the public. 

[1] We have heretofore pointed 
out in Re Union Electric Co. (1939) 
4 SEC —, Holding Company Act 
Release No. 1621, 31 PUR(NS) 13, 
that in passing upon an application un- 
der § 3 (a) (2) we must consider 
the relative size of the subsidiaries 
and their business as compared with 
the size and business of the applicant. 
As of December 31, 1937, the book 
value of the fixed gross utility assets 
of the applicant was $18,950,042. As 
of the same date the book value of the 
fixed gross utility assets of its utility 


subsidiaries was $10,150,298, or 53.56 
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per cent of the book value of the fixed 
gross utility assets of the applicant. 
During ,the year ending December 31, 
1937, the utility operating revenues 
of the applicant (after elimination of 
intercompany sales) were $3,530,917. 
During the same period the utility op- 
erating revenues of its subsidiaries 
were $2,649,176 or 75.03 per cent of 
the revenues of the applicant." 


[2] In support of the application, 
it is argued that the territory which the 
applicant and its subsidiaries serve 
constitutes, in effect, a compact single 
service area; that the electric system 
of the applicant and its subsidiaries 
has been built, and is maintained, as 
a single operating system ; that it would 
not be economical to supply electric 
light and power through separate sys- 
tems confined to each of the various 
states in the area; that the applicant 
and its subsidiaries are operated by 
common officers and employees wher- 
ever possible, the expense being ap- 
portioned among the several compa- 
nies; that the system is financed as a 
unit, all of the financing being done by 
the applicant; and that the incorpora- 
tion laws of the several states involved 
make it impracticable to operate the 
entire system by a single company, and 
tax laws and the existence of separate 


regulating bodies in each state make 
operation by a single company unde- 
sirable. 

We pointed out in Re Union Elec- 
tric Co. supra, that the availability of 
an exemption under § 3 (a) (2) does 
not turn upon whether or not the hold- 
ing company and its subsidiaries form 
a single integrated operating system. 
Moreover, as indicated therein, the 
reasons which may have induced the 
applicant to conduct the operations of 
the system through a number of cor- 
porations rather than a single corpo- 
ration are unimportant in a case of 
this type. Since the discussion in the 
Union Electric Case, supra, 31 PUR 
(NS) at pp. 20-23 is apposite, we 
quote therefrom at length. In that 
case we said: 


“The applicant has urged that the 
close inter-relationship between itself 
and its subsidiary companies, and the 
fact that its subsidiaries are separate- 
ly incorporated only because of the Il- 
linois statute requiring that utility 
companies be incorporated locally, in- 
dicate that the corporate fiction 
should be disregarded and that the 
subsidiaries should be considered in 
effect merely departments of Union 
Electric Company of Missouri. The 
facts, however, make it clear that the 





1 Certain comparative statistics of the applicant and its subsidiaries are as follows: 


Fixed gross utility assets 
Fixed net utility assets 


Investments in and advances to utility subsidiaries 
Utility operating revenues (after elimination of 


intercompany sales) 


Gross income (after elimination of interest and 


dividends from utility subsidiaries) 


Kw. hr. sold (after elimination of intercompany 


Per Cent 
Utility (Subsidiaries 
Subsidiaries to Applicant) 
$10,150,298 
8,141,136 


Applicant 
$18,950,042 
17,338,973 
9,828,913 
3,530,917 
1,137,430 


196,718,681 


2,649,176 
755,763 
113,988,677 


* This percentage represents the proportion which the applicant’s investment in utility sub- 
sidiaries bears tO the total of the applicant’s fixed gross utility assets and working assets. 
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subsidiaries are more than depart- 
ments. Generally speaking, the appli- 
cant is not liable for the debts or other 
obligations of the subsidiaries, and 
they are financed in part through the 
issue of their own securities. The ap- 
plicant has obtained such privileges as 
limited liability and separate regula- 
tion by the respective states of incor- 
poration and should not expect to ob- 
tain the advantages which it might 
possess if it directly conducted its en- 
tire business."* Accordingly we are 
of the opinion that the assertion that 
the subsidiaries are mere departments 
of the parent is without merit and that 
we must consider the subsidiaries as 
corporations in their own right. 
“Applicant has in effect urged that 
in construing § 3 (a) (2) of the act 
consideration must be given to the 
physical interconnections of a holding 
company and its subsidiaries and to 


the reasons, whether based upon state 
laws or otherwise, underlying the sepa- 
rate incorporation of the subsidiaries. 
In other words, applicant would have 
us interpret clause (2) as if, at the end 


thereof, these words appeared: ‘In 
considering whether this clause (2) is 
applicable, the operations of the hold- 
ing company’s operating subsidiaries 
shall be regarded as if they were part 
of the operations of such holding com- 
pany, if the Commission finds (A) 
that all such subsidiaries are operating 
in states contiguous to the state in 
which such holding company is itself 
operating and (B) that such holding 
company and such subsidiaries form 


one integrated, physically interconnect- 
ed operating system and (C) that such 
subsidiaries would probably cease to 
exist were it not for (1) the provisions 
of the laws of such contiguous states 
prohibiting the holding company it- 
self from operating in such states or 
(II) some other equally cogent rea- 
son.’ It is clear that such is neither 
the literal meaning of the language of 
clause (2) nor the meaning which 
would ordinarily be associated with 
its language. 

“Moreover, it is clear to us that such 
an interpretation is at variance with 
the expressed policy of Congress con- 
tained in the language of that subsec- 
tion. It is significant that in three 
of the codrdinate subsections of § 3 
(a), i. e., (1), (3), and (5), Con- 
gress specifically referred to the opera- 
tions, activities or place of incorpora- 
tion of the subsidiaries of the holding 
company seeking exemption. On the 
other hand, in subsection (2) of § 3 
(a) there is not a single word refer- 
ring to subsidiaries. 

“That significant difference between 
those subsections emphasizes the fact 
that the language of subsection (2)— 
which is the only pertinent subsection 
in this case—requires the Commis- 
sion, in passing upon a requested ex- 
emption under that subsection, to con- 
fine its attention solely to the opera- 
tions and place of incorporation of the 
holding company itself. The exemp- 
tion is to be granted under that sub- 
section only if ‘such holding company 
is predominantly a public utility com- 





“18 Tt is unnecessary to consider in this pro- 
ceeding whether the situation would be differ- 
ent if the applicant filed a legally effective 
instrument under which the applicant and 
each of its operating utility subsidiaries as- 
sumed liability for all of the debts of the 


59 


operating interconnected system, and subject- 
ed all parts of such system to suit and to 
state regulation everywhere within the field 
of operations. The applicant has not indi- 
cated any intention or willingness to assume 
such obligations.” 
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pany (i.e., an operating company) 
whose operations as such (i.e., as an 
operating company) do not extend be- 
yond the state in which it is organized 
and states contiguous thereto.’ Noth- 
ing is said in that subsection about a 
holding company having subsidiaries 
which are organized and operated in 
contiguous states. 

“Tf, then, we do not import into 
subsection (2) criteria or language 
contained in other codrdinate subsec- 
tions of the same section, and if we 
adhere, instead, to the literal meaning 
of subsection (2) and give to its words 
their usual meaning, it is plain that 
under that subsection Congress in- 
tended us to ignore as irrelevant the 
place of operation of the operating 
subsidiaries of the holding company, 
and that we should in the instant case 
consider solely whether the operations 
of Union Electric Company of Mis- 
souri itself, as an operating company, 
are confined to the state of Missouri 
and contiguous states. 


“In determining the intent of Con- 
gress in the use of the word ‘predomi- 
nantly,’ we are required to construe 
the statute according to a fair inter- 
pretation of its terms. In the absence 


of some considerations apparent upon 
the face of the statute or embodied in 
legislative history, unusual meanings 
of words must be avoided and ordi- 
nary definitions followed. It is true 
that, to avoid hardship or absurd con- 
sequences, which would defeat the ob- 
vious reasonable intention of the leg- 
islature, the language of a statute, in 
appropriate circumstances, may be 
given an unusual construction. But 
there is no reason in this case for ap- 
plying such a rule of statutory inter- 
pretation; for, as above shown, it 
would make no substantial practical 
difference in the result of our order, 
if we adopted applicant’s unusual in- 
terpretation of clause (2). While the 
practical difference in the instant case 
would be virtually nil, such an inter- 
pretation should be avoided, lest, in 
some future case, not now before us, 
it should serve as a precedent compel- 
ling results, not now foreseeable, sub- 
versive of the congressional intent. 
Judicial history warns us that, when 
not necessary, it is unwise to leave the 
path of conservative normal interpreta- 
tion and to go adventuring into the 
unusual.”® 


“In addition, the courts, in passing 





“14 Among judicial decisions illustrating the 
rule that the usual meaning of statutory lan- 
guage must be followed are United States v. 
Missouri P. R. Co. (1914) 213 Fed 169, 173; 
Northern P. R. Co. v. United States (1914) 
213 Fed 162, 166, 168; Old Colony Trust Co. 
v. Commissioner of Internal Revenue (1937) 
301 US, 379, 381, 81 L ed 1169, 57 S Ct 813. 
Thus in Old Colony R. Co. v. Commissioner 
of Internal Revenue (1932) 284 US 552, 560, 
76 L ed 484, 52 S Ct 211, the Supreme Court 
approved the statement made in Lynch v. 
Alworth-Stephens Co. (1925) 267 US 364, 
370, 69 L ed 660, 45 S Ct 274, to the effect 
that the plain and obvious meaning at a 
statute is always to be preferred to ‘any 
curious, narrow, hidden sense that nothing 
but the exigency of a hard case and the in- 
genuity and study of an acute and powerful 
intellect would discover.’ 
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“Other cases illustrating the rule that the 
Courts will not import, by interpretation, pro- 
visions into a statute, are Echols v. Commis- 
sioner of Internal Revenue (1932) 61 F (2d) 
191, 192; Wabash R. Co. v. United States 
(1910) 101 CCA, 133, 178 Fed 5, 11; Cami- 
netti v. United States, 242 US 470, 485, 489, 
61 L ed 442, 37 S Ct 192, LRA1917F, 502, 
Ann Cas 1917B, 1168; United States v. Gold- 
—— (1897) 168 US 95, 102, 42 L ed 394, 

Ct a.” 


“15In the field of government, as well as 
in the field of science, the so-called ‘law of 
parsimony’ should govern: One should, or- 
dinarily, not use an elaborate method of ac- 
complishing a result when a simpler method 
is available. Thus modern science, instead of 
adapting by elaboration the Ptolemaic theory, 
adopted similar methods of explaining the 
movements of the heavenly bodies. Cf. as to 
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RE POTOMAC EDISON CO. 


upon suggested interpretations of stat- 
utes, involving the importation of lan- 
guage not there found, have frequently 
repudiated such interpretations on the 
ground that, if such had been the leg- 
islative intent, “tt would have been very 
easy to say so.’** The ‘very-easy-to- 
say-sO” rule has peculiar pertinence as 
applied to subsection (2). For else- 
where in this very statute, as for ex- 
ample in § 11 (b) (1), Congress ex- 
plicitly made the existence of an inte- 
erated or physically interconnected op- 
erating system an important relevant 
fact, and an ‘integrated public-utility 
system’ is expressly defined in § 2 
(a) (29). Plainly if Congress had 
intended to make physical interconnec- 
tion a relevant criterion under subsec- 
tion (2) of § 3 (a) it had at hand in 
§ 2 (a) (29) the precise words of art 
to express that intention. It is signifi- 
cant, therefore, that no such definition 
was used in § 3 (a) (2).” 

[3,4] Applicant further contends 
that even if it be deemed an organiza- 
tion separate from its subsidiaries, it 
should nevertheless be held to be “‘pre- 
dominantly a public utility company” 
on the ground that its investment in 
its electric utility assets exceeds its in- 
vestment in its utility subsidiaries, and 
its income from its electric operations 
has exceeded the income which it has 
received from its utility subsidiaries. 
Thus, it points out that its electric 


utility assets had a book value at the 
end of 1937 of $19,484,000 as com- 
pared with $9,829,000, representing 
its investment in its utility subsidiaries ; 
and that its gross income from its 
electric operations for 1937 amounted 
to over $1,000,000 as against $611,- 
000 received from its utility subsid- 
iaries.* 

We have pointed out in Re West 
Penn Power Co. (1939) 4 SEC —, 
Holding Company Act Release No. 
1779, 32 PUR(NS) 47, that such 
comparisons are not determinative in 
passing upon an application under § 3 
(a) (2). In the latter case, we stated: 

“It is common knowledge that con- 
trol over extensive operating facilities 
may be obtained through a minimum 
of investment. See Report of the Fed- 
eral Trade Commission to the United 
States Senate, 70th Cong. Ist Sess. 
Sen. Doc. No. 92, Part 72-A, p. 143; 
Hearings before the Committee on 
Interstate Commerce, United States 
Senate, 74th Cong. Ist Sess. on S. 
1725, p. 469. To rule that a holding 
company is entitled to an absolute ex- 
emption because its investment in vot- 
ing securities of public utility compa- 
nies is less than its investment in util- 
ity assets, even though the former suf- 
fices to enable it to control the opera- 
tions of many companies, would open 
the way to an easy evasion of the pro- 
visions of the act. For, in many in- 





recent developments in physics, Bridgman, 
The Logic of Modern Physics. And so here: 
the direct route to the conclusion in the in- 
stant case is preferable to the circuitous 
route urged by the applicant which would 
in effect arrive at substantially the same con- 
clusion.” 

“16 See, for example, Farrington v. Ten- 
nessee (1878) 95 US 679, 689, 24 L ed 558; 
Union National Bank v. Matthews (1879) 98 
US 621, 627, 25 L ed 188; Baltimore & P. R. 
Co, v. Grant (1879) 98 US 398, 403, 25 L ed 


231; Vicksburg, S. & P. R. Co. v. Dennis 
(1886) 116 US 665, 670, 29 L ed 770, 6 S Ct 
625; United States v. Chase (1890) 135 US 
255, 259, 34 L ed 117, 10 S Ct 756; United 
States v. Koch (1889) 40 Fed 250, 252; 
Harrington v. Herrick (1894) 64 Fed 468, 
471; Central Real Estate Co. v. Commissioner 
of Internal Revenue (1931) 47 F (2d) 1036, 
1037.” 

2During that year, $741,000 gross income 
of applicant’s subsidiaries was available for 
payment of interest and dividends to applicant. 
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SECURITIES AND EXCHANGE COMMISSION 


stances it would be a relatively simple 
task for holding companies to join 
their holding company activities and 
the activities of a utility operating 
company in a single corporation. We 
cannot impute to the Congress an in- 
tent to afford this obvious escape from 
the provisions of the act.°” 

Even if the comporative figures re- 
cited by applicant were relevant, they 
would indicate that applicant’s invest- 
ment in its utility subsidiaries and the 
income which it derives therefrom rep- 
resent a substantial portion of its to- 
tal investment and total income. 

[5] Applicant contends that “even 
though its application for exemption 
be granted, Potomac Edison will con- 
tinue to be subject to the broad juris- 
diction of the Securities and Exchange 
Commission applicable to subsidiaries 
of registered holding companies.” 
The argument does not convince us 
that applicant should be granted an ex- 
emption. In disposing of a similar 
argument in the Union Electric Case, 


supra, 31 PUR(NS) at p. 19, we 
said: 

. the mere fact that the ap. 
plicant may now be subject to many 
of the sections of the act does not em. 
power us to grant it an exemption as 
a holding company unless it comes 
within those provisions authorizing 
us to grant exemptions. It may be ob- 
served that several provisions of the 
Holding Company Act apply to regis- 
tered holding companies and not to 
their subsidiaries. For example, § 12 
(a) forbids ‘upstream’ loans by a sub- 
sidiary to its parent.” 

Viewing all the relevant facts, we 
find that applicant is in a very substan- 
tial sense a holding company, and can- 
not be considered as predominantly a 
public utility company. Accordingly, 
we must deny the application. 

An order will be entered denying 
the application of Potomac Edison 
Company for exemption under § 3 
(a) (2) of the act.’ 


By the Commission, Commissioner 





“6 Indeed, the Congress has expressly de- 
clared in § 1 (b) ‘that the national public 
interest, the interest of investors in the securi- 
ties of holding companies and their subsidiary 
companies and affiliates, and the interest of 
consumers of electric energy and natural and 
manufactured gas, are or may be adversely 
affected— 


AS). 5% when control of such companies 
(subsidiary public utility companies) is ex- 
erted through disproportionately small invest- 
ment. 

“Section 1 (c) states that ‘it is hereby de- 
clared to be the policy of this title, in accord- 
ance with which policy all the provisions of 
this title shall be interpreted, to meet the 
problems and eliminate the evils as enumerat- 
edi in this section. ; 

3 As we pointed out in the Union Electric 
Case, supra, 31 PUR(NS) at p. 20, little 
labor and expense are involved where a sub- 
sidiary of a registered holding company must 
itself file various reports and documents re- 
quired from registered holding companies un- 
der the provisions of the act. In that case 
we said: 
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. in view of the fact that practically 
all of such information is required to be fur- 
nished by registered holding companies with 
respect to their subsidiaries, most of the in- 
formation required as a result of the denial 
of the exemption with respect to Union Elec- 
tric can be supplied through incorporation by 
reference to the statements and reports of its 
parent, the North American Company, pur- 
suant to the instructions on Forms U-5-B 
and U-5-S. 

“Since the filing of this application, the 
Commission has adopted Rules U-5B-2 and 
U-1444, which make it unnecessary for regis- 
tered holding companies which are themselves 
subsidiaries of other registered holding com- 
panies to file formal reports of the character 
otherwise required, and permit in lieu thereof 
the filing of certificates adopting the informa- 
tion filed by the parent company. The effect 
of these new rules is to remove any possible 
burden with respect to reports upon the ap- 
plicant which is not made necessary by the 
statutory requirements for the purpose of pro- 
tecting the public interest and the interests 
of investors and consumers.’ 





RE POTOMAC EDISON CO. 


Healy concurring in the result and forth in my dissent in Re Union Elec- 

Commissioner Mathews dissenting tric Co. Holding Company Act Re- 

(see dissenting opinion below). lease No. 1621, supra, it is my opinion 

that the applicant herein should be 

MaTHEws, Commissioner, dissent- granted an exemption under § 3 (a) 
ing: For reasons similar to those set (2) of the act. 





TEXAS COURT OF CIVIL APPEALS. WACO. 


Railroad Commission et al. 


Humboldt B. Young, Jr. 


[No. 2248.] 
(132 SW(2d) 147.) 


Injunction, § 51 — Pleading. 
A petition to restrain the Commission from enforcing rules and regulations 
fixing charges to be made by those engaged in the transportation of oil field 
equipment and supplies did not state a cause of action, where plaintiff failed 
to allege in what manner these rules were arbitrary, unreasonable, unjust, 
and discriminatory, as alleged, that he had attempted to obtain reliet there- 
from by a suit in a certain court or that he had a certificate authorizing him 
to operate his truck in the transportation of freight over the state high- 
ways. 
[October 5, 1939.] 


|. ues from judgment granting a temporary injunction in 

suit against the Commission and others to restrain them 

from enforcing against carriers provisions of the Motor Truck 
Law; reversed and injunction dissolved. 


¥ 


APPEARANCES: Gerald C. Mann, neys General, for appellants; Henry 
Attorney General, and Glenn R. Lewis Jackson, of Groesbeck, for appellee. 
and Geo. W. Barcus, Assistant Attor- 
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ALEXANDER, J.: This suit was 
brought by Humboldt B. Young, Jr., 
against the Railroad Commission of 
Texas and others to restrain the de- 
fendants from enforcing against plain- 
tiff the provisions of the Motor Truck 
Law. Upon presentation of the peti- 
tion at an ex parte hearing and without 
the introduction of evidence, the trial 
court granted a temporary injunc- 
tion as prayed. The defendants ap- 
pealed. 

The sole ground alleged by plaintiff 
for the issuance of the injunction was 
that the Railroad Commission had is- 
sued certain rules and regulations fix- 
ing the charges to be made by plaintiff 
and others engaged in the transporta- 
tion of oil field equipment and supplies, 
and that such rules and regulations 
were “arbitrary, unreasonable, unjust, 
and discriminatory.” The plaintiff did 
not allege in what manner these rules 


were “arbitrary, unreasonable, unjust, 
and discriminatory,” or that he had 
attempted to obtain relief therefrom by 
a suit in the district court of Travis 


county. Neither did the plaintiff aj. 
lege that he had a permit or certificate 
of convenience and necessity from the 
Railroad Commission authorizing him 
to operate his truck in the transporta- 
tion of freight over the highways of 
this state. It is readily apparent that 
the petition wholly failed to state a 
cause of action. In the absence of a 
permit, the plaintiff had no right to 
operate his truck in the transportation 
of freight over the highways. Ver- 
non’s Ann. Civ. St. Art. 911b. If he 
had such permit and the rules promul- 
gated by the Railroad Commission ap- 
pertaining to his business as such were 
unreasonable, his remedy was by suit 
in the district court of Travis county 
and not elsewhere. Id. 

The judgment of the trial court is 
reversed and the injunction is dis- 
solved. All costs, including those in 
the lower court and on appeal, will be 
adjudged against the appellee and the 
sureties on his injunction bond as pro- 
vided in Revised Statutes, Art. 4649. 
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“I expected LUNBERMENS 


to save me money 


.,.and they did 


“J expected it to give me 
a boiler inspection service 
I could respect and they 
didn’t disappoint me. 


“Like a lot of men, I used 
to think that insurance was 
insurance, and that no mat- 
ter where you bought it, in 
the long run it cost about 
the same. Then I began 
checking around. 
“T found that Lumbermens 
charged standard rates but 
that the net cost of doing 
business with this company 
was substantially lower be- 
cause of the size of the divi- 
dends they’ve paid ever since 
they went into business. In 
the line I was interested in, 
boiler and machinery serv- 
ice, those dividends had 
never averaged less than 
25% @ year. 


“Well, I'm hard-headed. 
When people seem too gen- 
erous, I look twice. Lumber- 
mens can afford that kind of 
dividend all right. They’ve 
been able to pay it and yet 
build more than $5,000,000 
in cash surplus and accumu- 


late $38,073,226.38 in assets. 
I liked what that told me 
about their management. 
But savings on insurance 
costs were only half of 
what I wanted. In this busi- 
ness of ours, the uninsurable 
losses are even more im- 
portant. 
“I found Lumbermens had 
a boiler inspection service 
second to none. Many of 
their engineers have had 
more than 20 years’ experi- 
ence in boiler and machinery 


maintenance. What’s more, 
they proved its value to me. 
They’ve actually saved me 
thousands of dollars by 
spotting flaws and trouble 
points which almost any- 
body else I know would have 
missed and which could have 
developed into really seri- 
ous shutdowns. 

“All in all, you see it really 
paid me to check into Lum- 
bermens. And if you’re in 
the same field I am, I honest- 
ly feel that it will pay you 
to do the same and to do it 
as I did by filling out and 
sending in this coupon.” 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 


MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Operating in New York as (American) Lumbermens Mutual Casualty Company 


of Illinois 


Save with Safety in the “World’s Greatest Automobile Mutual” 





Lumbermens Mutual Casualty Co., 
Mutual Insurance Bldg., 

Chicago, Illinois 

Please send me full information 
about Lumbermens Inspection Ser- 
Vice and tell me how I may save 
money on my Boiler and Machinery 
Insurance through Lumbermens. 
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Private Utilities to Spend 
$600,000,000 this Year 


HE United States Department of Com- 

merce estimated recently that private utili- 
ties would install 2,000,000 kilowatt additional 
power generating facilities at a cost of $600,- 
000,000 this year. 

The estimate was based, a statement said, on 
comments from the industry itself. The 
figure was $150,000,000 larger than estimated 
expenditures last year. 

The department estimated that power gener- 
ation, which reached a record high at the end 
of 1939, amounted to 123,000,000,000 kilowatt 
hours for the 12 months, of which the record 
amount of 107,000,000,000 kilowatt hours 
represented sales to ultimate consumers. 


New Plan for Public Utilities 
Advertising Contest 


, : ‘HE Public Utilities Advertising Associa- 
tion has announced a new plan for its an- 


nual Better Copy Contest. As a part of and 
preliminary to the national contest seven 
Regional Better Copy ‘Contests will be con- 
ducted simultaneously by seven regional com- 
mittees. 

The regional winners will qualify for the 
national contest which will be conducted by 
the National Committee. 

It is believed the new plan should broaden 
the contest’s appeal to the individual company 
and regional awards should be highly prized 
being second in importance only to the na- 
tional awards. 

Regional Committees will select judges from 
the Business Administration Departments of 
educational institutions of high standing in 
their regions. The final contest will be con- 
ducted in the same manner. Regional and na- 
tional awards will be announced at the 


Industrial Progress 


information about manufacturers, 
new products, and new methods. Also news on 
personnel changes, recent and coming events. 


P.U.A.A. Convention, Palmer House, Chicago, 
June 25th. 

The Rules and Conditions of the 1940 Bet- 
ter Copy Contest have been published in book- 
let form. Copies may be obtained by writing to 
Thomas H. Spain, chairman, 1940 Better Copy 
Contest, Public Utilities Advertising Associa- 
tion, Public Service Electric and Gas Com- 
pany, 80 Park Place, Newark, New Jersey. 


Wisconsin Elec. Pwr. Co. Plans 
$3,500,000 Expansion Program 


oer acc of $3,500,000 for system ex- 
pansion and modernization is contemplated 
by the Wisconsin Electric Power Co., Mil- 
waukee, during 1940, according to Vice-Presi- 
dent G. G. Post. 

Included in this amount is a $1,000,000 ex- 
penditure for preliminary work in connection 
with the 35,000 kw. addition to Commerce 
Street station, $1,000,000 for substation ex- 
pansion and reconstruction and $1,500,000 for 
miscellaneous transmission and distribution 
projects. 

The 1940 construction budget represents an 
increase of 47 per cent over the amount spent 
during 1939, 


Portfolio Describes Vari-Typer 
A DEMONSTRATION portfolio, designed as an 

effective way to answer inquiries resulting 
from its national advertising program, has 
been prepared by the Ralph C. Coxhead Cor- 
poration of New York, manufacturers of the 
Vari-Typer, the composing-typewriter with 
changeable faces and spaces. The portfolio 
shows how companies may profit by using the 
Vari-Typer and contains specimens of its work 
which are applicable to the company which in- 


quires for information. ; 
Copies of the portfolio may be obtained 


The new Robertshaw Re- 
search Laboratory at 120 
Washington Boulevard, 
Pittsburgh, which is de- 
voted exclusively to ree 
search in the field of elec- 
tric and gas temperature 
controls. 
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yy COW? you want 
more quick clean pipe cuts 
from a cutter wheel... 


aks of Distons we ‘ pe or 
eg | swer. That thin forged tool- 
steel blade, pont in a 

solid steel-bushed hub rolls 

right through iron, steel and 

brass pipe —and leaves prac- 

tically no burr. And it keeps 

rolling, gives you many more 

cuts per wheel, saving you 

money. There’s also a special smooth- 
cutting heavy-duty wheel — and both 
standard and heavy-duty cutters, each in 
4 sizes, "to 4", powerful tools that 
always cut true. Save work and money— 
buy RIzaiD Cutters at your Supply House. 


THE RIDGE TOOL COMPANY, ELYRIA, OHIO 


E11 PIPE TOOLS 
In use all over the world 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





38 INDUSTRIAL PROGRESS—( Continued) 


without charge from the Ralph C. Coxhead 
Corp., 333 Sixth Avenue, New York City. 


Kerrins Named Asst. General 
, Manager of Sprague 


oHN D. Kerrins, who has been associated 

with The Sprague Meter Company at 
Bridgeport, Connecticut, for the past 22 years 
as supervisor of production and cost, became 
assistant general manager of the company on 
January 22nd. 

Mr. Kerrins is considered an authority on 


meter leather tannage and has been in charge - 


of material experimentation and tests for a 
number of years. 


Burroughs Announces New 
Addressing Machine 


HE Burroughs Adding Machine Company 
has announced a specially designed ad- 
dressing machine which provides maximum 
efficiency on work where a limited number of 
repeat mailings to the same names does not 
warrant the use of address plates or stencils. 
Since it handles pre-stuffed envelopes easily, 
this new Burroughs Front-Insertion Typewrit- 
er Addressing Machine effects further worth- 
while savings by permitting the envelope-con- 
tents to be inserted in advance so there will be 
no delay in mailing after addressing. 

Forms are dropped in the machine’s front- 
feed chute rather than inserted around the 
platen (see left illustration). Alignment is 
automatic. In the case of cards, empty enve- 
lopes, labels, etc., several copies can be placed 
in the chute at one time and each removed as 
it is completed. The chute may have one or 
more depth limits for various size forms, or 
for writing in different positions. 

Equally valuable from the user’s standpoint 
is the quick-action pressure bail which locks 
the forms in place and eliminates “slipping” 
and “shadowing” and results in neat, clear type 
impressions. 

Burroughs electric carriage return, electric 


platen spacing and electric capital shift are 
particularly advantageous on addressing work 
since writing lines are short, carriage returns 
frequent and capital letters numerous (see 
right illustation). 

Concerns which do not have a full-time ad- 
dressing job can use this versatile machine for 
correspondence, report writing and similar 
work, 


New Cleveland Model Performs 
Three Important Operations 


T HE Cleveland Trencher Co. has recently 
announced a new type machine, which ac- 
cording to the company, performs better and 
cheaper than ever before three important oper- 
ations incidental to every pipe-laying job. 

The three operations referred to are back- 
filling, tamping and pipe-placing, and the ma- 
chine is the Cleveland Model “80.” It was the 
objective of the company, in designing and con- 
structing this machine to place in the hands 
of those engaged in laying pipe a practical, 
compact piece of equipment that would have 
maximum usability and thus save time and 
expense, according to V. S. Penote, president. 

One of the special features of this machine 
is that when backfilling it can work from eith- 
er side of the ditch and the dirt can be either 
pulled in or pushed in, by the scraper. A light 
dirt scraper permits backfilling, where dirt has 
been placed on sidewalks or lawns, without 
damage. When necessary or desired, a heavier 
scraper can be quickly attached. Tests with 
the Cleveland Model “80” have proved that it 
meets completely every requirement for a most 
efficient small backfiller, saving materially on 
the time normally taken for this type of work, 
according to the manufacturer. 


Plans $1,800,000 Budget 


We Massachusetts Companies plans 
$1,800,000 of new construction during 
the year, according to Fred C. Abercrombie, 
president. 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 














SAVE MONEY with 


Many Utility Companies are saving money by 
using the Vari-Typer . . . the composing Type 
Writer with changeable faces and spaces. This 
compact office machine reduces composition and WRITE TODAY for new 


inti demonstration portfolio, “How 
printing costs for rate schedules, office forms, Utility Companies are Saving 


bulletins, booklets, folders, etc. Investigate the Money with Vari-Typer” with 


savings possible on all your required printing. — samples of work pro- 
uced. 


RALPH C. COXHEAD CORPORATION 


333 Sixth Avenue Manufacturers of Vari-Typer New York City 




















Public Utilities Fortnightly—The review magazine of current 
opinion and news relating to Public Utilities. Conducted as an open 
forum for the frank discussion of both sides of controversial utility 
questions. Issued every other Thursday—26 numbers a year—Annual 
subscription $15.00. : 
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A. E. Ward Joins 
Cheney & Foster 


RTEMAS E. Ward, for many years with W. 
S. Barstow & Co. and the Utility Manage- 
ment Corp., has been admitted to partnership 
in Cheney & Foster, engineers and consultants, 
New York. Mr. Ward has been active in pub- 
lic utilities for more than 30 years, his experi- 
ence embracing financial, accounting, manage- 
ment and sales promotion work. He is a 
former vice-president and director of the New 
Jersey Power & Light Co., and is a member 
of the plan committee of the Modern Kitchen 
Bureau. 
In his new capacity Mr. Ward will assist in 
expanding the business of Cheney & Foster in 
the utility field and among industrials. 


New G-E Bulletins 


<p Factor and Its Improvement” is 
the title of Bulletin GEA 3225 which 
has just been published by the General Electric 
Company. Technical problems in power fac- 
tor improvement are treated and many curves 
show the effects of capacitor installations. II- 
lustrations show different types of installa- 
tions. 

Plans for a 1940 industrial heating, load- 
building program are outlined in Bulletin GES 
2386 also published by the General Electric 
Company. The bulletin shows how industrial 
load can be built through a planned program 
of promotion of small electric heating devices 
for special applications. 


Manufacturers Renew “CP” 
Campaign Sponsorship 


WENTy-FouR of America’s leading pro- 
ducers of modern gas ranges have renewed 
their sponsorship of the nationwide “CP” Gas 
Range Program, it has been announced by 
Frank H. Adams, president of the Association 
of Gas Appliance and Equipment Manufac- 
turers. 
Announcement was also made that part of 
the $110,000 codperative budget for 1940 pro- 





FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Dayton, 0. 








MARTENS & STORMOEN 
Successors to 
THONER & MARTENS 
Di td: ry Switch 
Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 














motion of “CP” ranges, which is double the 
1939 appropriation, would go toward manning 
a field staff to conduct sales training and edu. 
cational development work from coast to coas{ 
for utilities, dealers, jobbers and distributors, 
In addition, this staff will assist in formulating 
local campaigns throughout the year. 

Emphasis during the 1940 endeavor will be 
placed on getting local sales outlets in all parts 
of the United States to increase their respective 
advertising efforts and promotional activities 
in behalf of the “CP” product. 

It was disclosed that this group of sponsor- 
ing manufacturers accounted, as a result of the 
“CP” program, for more than 800,000 of the 
approximately 1,300,000 modern gas ranges 
sold during 1939, 


$6,065,273 to be Spent on New 
Construction by Alabama Pwr. 


Fares: Power Co. will spend $6,065,273 on 
new construction this year. Major item 
in the budget is the construction of a new 40,- 
000 kw. generating station at Mobile. New 
business additions and extensions will total 
$1,192,486, according to Thomas W. Martin, 
president. 

The construction budget covers a wide 
variety of projects for system improvements 
and additions. The power supply facilities 
at Mobile will be improved to the extent of 
expenditures of $248,825. Relays and breaker 
modernization of the system calls for expendi- 
tures of $105,385. The power supply facilities 
in Montgomery will be improved at a cost of 
fia and at Tuscaloosa at a cost of $159,- 


Northern States Power to Spend 
$10,441,500 


| erty States Power Co. will spend $10,- 
441,500 this year for its largest cons- 
struction program in ten years, according to 
a recent announcement. Of the 1940 budget, 
President Robert F. Pack said nearly 90 per 
cent will be spent to meet new business and in- 
creases in service demands. This will require 
more than $9,000,000 of the $10,000,000 total, 
with the remainder going to reconstruction 
and miscellaneous projects. 

Two major items consist of a 67,000-hp. tur- 
bine addition to one of the company’s present 
plants and a new 10,000-hp. turbine unit for the 
St. Cloud plant. 


Plan $2,675,000 Expenditure for 
Distribution Work 


Gere California Edison Co., Ltd., will 
spend $3,562,000 this year on new transmis- 
sion, distribution and substation facilities, ac- 
cording to Harry J. Bauer, president. 

Mr. Bauer said that the company will spend 
$2,675,000 on distribution, the largest item in 
the budget. Transmission expenditures will 
total $47,000, and substations $840,000. 
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Quick Deliveries 
No matter how complex 
your particular require- Speutet 
$10,- Industrial 
ae ments may be, you can de- Trinbeinate 
g to ; 
iget, pend upon Pennsylvania 
per 

Transformer Company to 
provide quick deliveries. 


end 
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SENSATIONAL IMPROVEMENT 
MAKES EVERY LETTER BETTER 


TAKES CVE pA 
ALL [eters INSTANILY 


BY FREEING the typist’s hand from 
irksome margin-setting, MAGIC Mar- 
gin has freed her imagination. 
Letters take on a new character. 
The little lever on the carriage of 
the New Royal has become an ex- 
ecutive matter ... something you— 
every executive, secretary and typ- 
ist—should know about. 





Give Royal THE DESK TEST in your 
office. It costs nothing, demonstr 
With MAGIC Margin, the operator can é, es 


instantly, automatically arrange both left everything. Compare the Work! 
and right margins to fit the size of the 

letter. At the touch of her finger, she 

can (1) indent paragraphs and quota- 

tions for special emphasis; (2) set up 

any series of points in an attractive pat- 

tern; (3) set up and address the en- CALL ROYAL your 
velope. Besides these advantages that local Royal representative 
“make every letter better,” MAGIC will gladly discuss with you 
Margin makes short work of complex any problem concerning 
forms . . . invoices, briefs, envelopes, typing or typewriters. Feel 


index cards, etc. : s 
’ free to call him anytime. 
*Trade-mark, Reg. U. 8. Pat. Off. 


WORLD’S NO. 1 
TYPEWRITER. 


Songrtene, 1940. ee Psi “aad Company, Ine. 
2 Park Ave., New York Y. 
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The careful investor judges a 
security by the history of its 


in three-quarters of a century of continuous 
production, has established a record of per- 

_ formance that is unequalled in the history 
of insulated wires and cables. 


Kerite is a seasoned security. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





Rate Changes! 





THE ONE-STEP METHOD 


~ OF BILL ANALYSIS. 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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specifying J & L Seamless for power piping, engineers and maintenance men throughout the country have 
lorsed it for strength, safety and dependability. Every length of J & L Seamless is rolled from a solid billet 
"controlled quality” steel. There are no welds, therefore no chance of failure at or near a weld. 

ientific control of all J & L finishing operations assures uniform wall thickness, concentricity and the right 
tility for easy bending and upsetting. Therefore when J & L Seamless is specified, 

manufacture of joints and the installation of the pipe move along smoothly and 

ently. In hundreds of plants J & L piping is giving completely satisfactory service. 

cify J& L Seamless for your power piping jobs. In the meantime, get helpful infor- 

tion on piping applications by writing for our Handbook SP-4. 


INES & LAUGHLIN STEEL CORPORATION 
AMERICAN IRON AND STEEL WORKS J&L 
PITTSBURGH, PENNSYLVANIA biidal 





J&L—PARTINER IN PROGRESS TO AMERICAN INDUSTRY 
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In that case, gentlemen, you need 


CRESCENT 
IMPERVEX 


Moisture Resisting Rubber Covered 
BUILDING WIRE 


Now, this superior insulation is available for 
building wires where they are to be installed in 
moist locations and where lead sheath is not 
acceptable. CRESCENT IMPERVEX building wire 
is especially suitable for replacing lead sheathed 
wires in existing conduits when increasing the 
capacity of the system. Due to its smaller over- 
all diameter, more wires of the same size or 
wires of larger gauge may be used. 


DEQUATE 
IRING 


\SERVES/ 
N . 


CONTROL CABLE 
DROP CABLE 


LEAD COVERED 
CABLE 


MAGNET WIRE 
PARKWAY CABLE 


RUBBER COVERED 
POWER CABLE 


SERVICE ENTRAN 
CABLE 


SIGNAL CABLE 


VARNISHED 
CAMBRIC 
CABLE 


WEATHERPROOF 
WIRE 


All types of Build 
ing Wire and al 
kinds of Specia 
Cables to meet 
A.S.T.M., A.RA, 
1.P.C.E.A., N. 
M.A., and al 
Railroad, Gov: 
ernment and Util 
ity Companies 
Specifications. 








Send fo 
New 
Bulletin 
on 
CRESCE 
IMPERVI 
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New! Bib 


Ceauliful 


CAB-OVER-ENGINE TRUCKS 


In these new International 
heavy-duty cab - over - engine 
trucks, International Harvester 
brings you a product of new 
and superior design—a new high 
in cab-over-engine efficiency—a 
traffic-type truck that is the talk 
of the industry. 

The International Models D- 
500 and DR-700, like the popu- 
lar D-300, are true engine-under- 
seat units, engineered from stem 
to stern for full cab-over-engine 


a «A 
is vv 


Model D-500 
Nominal ee weight rating 


Model DR-700 
Nominal gress weight rating 
24,000 Ibs 


efficiency. Ideal 14-44 load dis- 
tribution, for tractor or straight 
truck operation. 

Driver comfort, easy riding, 
vision, safety, and accessibility 
are outstanding features built 
into these Internationals. Inspect 
and drive one, or assign your 
most experienced driver to a 
test-tryout. Then render a ver- 
dict as frankly as you like. For 
complete information, see the 
nearby International dealer or 
Company branch. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 North Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL TRUCKS 
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R:lE HI-PRESSURE 


contact INDOOR SWITCHES 


Years of successful experience with Hi- 
Pressure contacts on outdoor equipment 
has proven their advantage and effective- 
ness. Their application to the Type 
“HPS” Indoor disconnecting switch 
shown above has resulted in much higher 
efficiencies along with easier operation. 
Concentrated contact area under high 
pressure assures a clean metal to metal 
contact at all times. 


All switch parts are non-ferrous, brushed 
and lacquered for appearance. Note that 
all switches have double blade construc- 
tion for strength and rigidity. 











RAILWAYa INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 














ECONOMICA 
LINE CLEARING 


by methods best suitec 
fo your particular 
requirements 


ASPLUNDI 


TREE EXPERT COMPAN 
Home Office JENKINTOWN, PA. Osontz37 


Columbus, Ohig 
Adams 5432 


Chicago, Illinois 
Randolph 7100 


Binghamton,N.Y 
Binghamton 4-5314 


Alexandria, Va, 
42 Alexandria 3581 
Sa 


Write for our illustrated booklet: 
““‘LINE CLEARING” 





SEER WM SE 


P. U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTU: 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating questions discussed 
and Lette by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 





Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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A 
ING BUSINESS WEEK SAYS: 


Wien “Doors . . . Should receive far more attention 

than they ordinarily do in factory planning, 
or because they can have a direct effect on the 
flow of production.” 
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KINNEAR 
: MFG. CO. 


, 2060 - 40 — we 
Ss FIELDS AVENUE Za * 


| =e INNEAR 
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: That hits me where I live ! 


THEY TELL ME the boss had to get 


eight thousand dollars to set me up in the 


plant with the equipment to do my job. 


No eight thousand—no job! 


A lot of people with savings had to be sold 
the idea that I could produce a profit on that 
much money, before they’d come across 
with it. 

The fellow that did the selling was an in- 
vestment banker, and I’m for him all the 
way. More power to him! 

I wish the politicians would quit shoving 
the investment bankers around and tying 
them up with a lot of screwy rules and 
regulations. 

We need more money invested in jobs, not 
less. And I don’t mean the kind the politicians 
spend tax money for. 

I mean jobs making things that people 
want, and buy. That’s where the rosy future is. 


9 


If anyone knows a banker or any other 
business man who’s doing the wrong 
thing—why not name him and bring him 
to trial? 

But let’s not stop the whole parade because 
somebody’s out of step. Seems to me it’s time 
to give business the green light. 

I’m wise now. I work for a living with 
eight thousand iron men behind me, so I’m 
in business myself. 

And what helps business helps me! 


This message is published by 


NATION’S BUSINESS 


It is the 39th of a series contributed toward a 
better understanding of the American system 
of free business enterprise. Regardless of 
your political affiliations, if you have a point 
of view you would like to express on develo 

ments now shaping in the field of public 
policy relative to investment banking, why 
not write to your Congressman or Senator? 
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PUBLIC UTILITY 
ACCOUNTANTS and AUDITORS 


peed your Report Operations with 


NEW 


itto D-44 


he new Ditto D-44 is revising utility men’s 
pas On the part a duplicator can play in their 
ily work. 

Because of new lightning-fast automatic 
ctric feed, new long press runs, and new 
over brightness of copies, the new Ditto 
44 is speeding whole operations. 


Without type, stencil or ink it makes 300 
dmore bright copies of anything written, 
bed or drawn . . . rate schedules; operating 
d progress reports; specifications, engineer- 
p drawings; service, factory and work orders; 
ms, and the like . . . 70 copies a minute, 
one to four colors at once, 6c for the first 
0, 3¢ thereafter. Originals can be used re- 
itively—excellent for accumulative reports. 


Make your department more effective—get 
twhole story of public utility performance 
gelatine or liquid Ditto duplicators. Use 
pon for free idea-booklet, “Copies, Their 
hce in Business.” No obligation! 


1) 


BRINGS AMAZING 
SPEED, ACCURACY 
TO PUBLIC UTILITY ROUTINES 


DITTO, INC. 

2203 W. Harrison St., Chicago, Ill. 

Gentlemen: 
Send me copy of your book, “Copies, Their Place iv 
Business.” No obligation. 


Name.. 


Position 





STUDY THESE FURTHER 
IMPORTANT FEATURES 


Dial combined with double safety 
plug-type cock, easy to service as 
an independent gas cock. 

(See A in illustration) 


Compact. Easily installed. 48 installation 


Bezel keyed to thermostat —rides free of 
mathifold panel. ‘ 

New, simplified front calibration, by-pass 
and pilot adjustment. Can be checked with 
absolute accuracy at room temperature. 


Patented non-clog by-pass key. 
Accurate and dependable on all 
types of gas, including Butane-Pro- 


pane. (See B in illustration) 


Oven valve and thermostat assembly form 
one unit removable from front without dis- 
turbing fittings. Cannot be replaced incor- 
rectly. , 


Accurate and responsive. Minimum back 


lash. Co-axial mechanism eliminates lost 


Large gas capacity meets all CP require- 
ments, ; 
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Balanced Beauty Increases Sales Appeal 


Gas cock and dial are combined in one unit, operate 
by one motion. Gas can't be turned on without settin 
thermostat, nor turned off without bringing it back 
off-position. Every oven cooking operation must b 
done with controlled heat. The automatic advantage 
of the modern gas oven are automatically extended 

The dial is mounted directly on the range manifold 
in line with the gas cocks. The front is thus symmée 
rical, more beautiful. 

For the manufacturer this model cuts down assemb! 
time and breakage. For dealers it adds further sale 
power to a nationally preferred control. 

For the service department it saves time 
and money by expediting adjustments. If I) 


This sales manual tells how to make MORE if //)| 
INCOME FROM GAS RANGES. Crowded if 
with effective sales suggestions; 1939's most 
widely distributed range sales manual. Help 
your salesmen build business; write for a copy. 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 
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OMPANY 
PANY lama 46 SO. STH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Socteaninn Company, Lid. 


RECTORS OF TRANSMISSION LINES 
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PROFESSIONAL DIRECTORY 


© These pages are reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « « < « « 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS e WALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE - NEW YORK + WASHINGTON + And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








orsox —_ FOTY, Bacon Davis, anc. nex ase 


CONSTRUCTION 


OPERATING COSTS Engineers 


VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEWYORK LOS ANGELES WASHINGTON 


INTANGIBLES 








LIVINGSTON, McDOWELL & CO. 
CERTIFIED PUBLIC ACCOUNTANTS 


Members 
AMERICAN INSTITUTE OF ACCOUNTANT: 
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
1518 WALNUT ST. PHILADELPHIA, PA, 
D. M. LIVINGSTON, C. P. ag (Pa.) 
FORMER MEMBE C. WHITFORD MCDOWELL, C, P. A. (PA.) (MD.) 
PENNSYLVANIA PUBLIC Uritiry COMMISSION 


Usility 
Consultants 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales 
New Projects Management 
Consulting Engineering 


Public Utility Affairs including Integration 
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sipped SANDERSON & PORTER 
cial re. ENGINEERS 

4 VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 











Sargent & Lundy, Incorporated 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS + EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK « CHICAGO e PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 














BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 


4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y. 


Erecting Engineer 














EARL L. CARTER Francis S. HABERLY 


Consulting Engineer ENGINEER 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Appraisals—Property Accounting Reports 


PUBLIC UTILITY —Cost Trends 
VALUATIONS AND REPORTS 


814 Electric Building Indianapolis, Ind. 122 SOUTH MICHIGAN AVENUE, CHICAGO 











CHENEY AND FOSTER JACKSON & MORELAND 


ENGINEERS 


Engineers and Consultants PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


61 BROADWAY NEW YORK aunt NEW YORK 
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JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 
in connection wi' 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 








SLOAN & COOK 


CONSULTING ENGINEERS 


Representation in this Professional Directory 
may be obtained at very reasonable rates, 


Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C. 


(20 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 



































P. U. R. DIGEST 


CUMULATIVE 


A Diweas That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 








A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
United States Circuit Courts 
of Appeals 
United States District Courts 

State Courts 
Federal Regulatory 
Commissions 
State Regulatory Commisssions 
Insular and Territorial Regulatory 
Commissions 





SIMPLE 
ALPHABETICAL 
CLASSIFICATION 
OF SUBJECTS 


A SHORT CUT 
COVERING 
FIFTY YEARS 


AN EXHAUSTIVE A GREAT REVIEW 
SURVEY OF 


THE LAW A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS ‘yD 


PUBLIC UTILITIES REPORTS, INC. | 


Tenth Floor, Munsey Building, Washington, D.C. 
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| |GET TH oe RUC 


and PUT YOUR HAULING PROBLEM UP TO DODGE 


= beer YOUR hauling requires half-ton panels or 3-ton 

gas or Diesel freighters—you’re interested in two things... 
continuous dependable operation and maximum operating 
economy. You get frue economy only with a truck that fits your 





ee job—a truck engineered and “‘sized’’ throughout for its rated 
‘ory capacity. Your DODGE Job-Rated truck will have the right one 
tes. \ of 6 great Dodge truck engines—for top performance, maximum 


economy. It will be ‘‘sized’’ for the job with the right one of 20 

frames, of 4 clutches, of 3 transmissions, of 8 rear axles, 

of 9 spring and 6 brake combinations— giving durability, 

low maintenance cost. Whatever your hauling needs you can 

DEPEND on a DODGE Job-Rated truck... a truck that will 
fit your job! 

Remember—Dodge Job- 


Zfob-Ratec, MEANS: A Track Rated trucks are priced with 
That Fits YOUR Job! Here's Why ! the lowest for every capacity. 


See your Dodge dealer for easy 
budget terms. 


LEARN HOW TO GET 





WHEELBASES 17 = A BETTER TRUCK! 
GEAR RATIOS 16 Ask your Dodge dealer for 


CAPACITIES (Ton ) 6 aS this FREE booklet, or write 
i he Dedge Division, Chrysl 
STD. CHASSIS and BODY MODELS | 96 | 56 oo Copsaihin, Barth, tkh. 


PRICES At $465 |'450 


Prices shown are for Y-ton chassis with flat face cowl de- 
livered at Main Factory, federal taxes included —state and 
local taxes extra Prices subject to change without notice. 
Figures used in the above chart are based on published data. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America 
American Appraisal Company ... 
Asplundh Tree Expert Company .... 


B 


*Babcock & Wilcox Company, The ...... 
Barber Gas Burner Company, The ... 

Black & Veatch, Consulting Engineers 
Breuer Electric Mfg. Co. 
Burroughs Adding Machine Company 





Cc 


Carpenter Manufacturing Company .... 
Carter, Earl L., Consulting Engineer 
Cheney and Foster, Engineers .... 
Chevrolet Motor Division of G 

Sales Corp. 
Chicago Wheel & Mfg. Co. 
Cities Service Petroleum Products 

Inside Back Cover 

Cleveland Trencher Company, The 26 
Combustion Engineering Company, Inc. 
Corcoran-Brown Lamp Division 
Coxhead, Ralph C., Corporation .... 
Crescent Insulated Wire & Cable Co., Inc 








D 


Davey Tree Expert Company 
Day & Zimmermann, Inc., Engineers . 
Dictograph Sales Corporation 
*Dillon, W. C. & Co., Inc, 
Ditto, Inc. 
Dodge Division of Chrysler Corp. 








E 


Electric Storage Battery Company, The 
Electrical Testing Laboratories ... 

Elliott Company 
Elliott Addressing Machine Co., The 





F 


Fletcher Manufacturing Company 
Foley, Robert E., Erecting Engineer .. 
Ford, Bacon & Davis, Inc., Engineers ... 
*Ford Motor Company 





G 


General Electric Company Outside Back Cover 
Grinnell Company, Inc. 32 





H 


Haberly, Francis S8., Engineer 
Hoosier Engineering Company 


I 


International Harvester Company, Inc. 





*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineer 
Johns-Manville Corporation 

Jones & Laughlin Steel Corp. 


K 


so Insulated Wire & Cable Company, Ine. 








e 
Kinnear Manufacturing Company, The 49 


L 


Lincoln National Life Insurance Company, The 3 
Livingston, McDowell & Co. 2200....2...:c.ccccccecesesssesmeee 

Logan Engineering Co 
Lumbermens Mutual Casualty Ds aicecncqesescninna 35 





M 





Manning, J. H. & Company 
Martens & Stormoen 
Merco Nordstrom Valve Company 








N 





National Carbon Company, Inc. 
Nation’s Business 
Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Com- 

pany 











P 


Pennsylvania Transformer Company ... 
Pittsburgh Equitable Meter Company ... 


R 


Railway & Industrial Engineering Company .... 4 
Recording & Statistical Corp. 

Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Company .. 
Royal Typewriter Company, Inc. .... 











Sanderson & Porter, Engineers 
Sangamo Electric Company 
Sargent & Lundy, Incorporated .. 
Silex Company, The .. Inside Front Cov 
Sloan & Cook, Consulti gineers .. 
Sprague Meter Company, The 

Star Expansion Bolt Company 

Stone & Webster Engineering Corporation 


Vv 


Vulcan Soot Blower Corp. 





Weston, Byron, Company 
Wopat, J. W., Vensulting Engineering ... 























Ketter PRODUCTS... 
because CITIES SERVICE knows your problems! 








_ Service engineers, backed by 78 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


¢$¢¢ ¢ ¢ 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


ur of Stars—The Cities Service Concert with Lucille Manners, Ross Graham, the Cities 
vice Orchestra and Singers under the direction of Frank Black, broadcast every Friday eve- 
ning at 8 P.M., E. 8. T., over the N. B. C. Red Network. 
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A NEW “EYE” ON LOAD BUILDING 


\ , ] ITH every wink, hundreds of electric 
eyes in offices and schools are today 
switching on more lighting load for you. 


This is because automatic control of lighting, 
inexpensive enough to be offered on the popu- 
lar market, is now a reality. General Elec- 
tric’s new control; ‘actuated by an’electric 
eye, sells for only thirty-four dollars, yet 
accurately guards the illumination level in 
any room from dropping below a predeter- 
mitted” mittimum. 

Every office, factory, and-school’is a poten- 
tial customer for this control—and_ cof- 
sequently for:more electricity. Thus this tiny 


device alone is uncovering thousands of new 


prospects—pushing back the present matk 


limits—promoting greater kilowatt-hour sale 


And why does automatic light control pro 
ise more load from daytime lighting? Can 


we snap on the lights ourselves? 


Yes—but we don’t. Because we don’t kno 
when we need them. For our eyes can adju 
themselves too easily to changes of sever 
thousand foot-candles to detect when t 
light we are using is inadequate—evé 
harmful. This is an’ important point. M4 
by correcting the use ‘of harmful light, GE 
automatic light control is building more th 
load for power companies. It is buildig 


friendships. 


GENERAL @ ELECTRIC 





